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Pee GO AN AGEIVE GREDIT POLICY 


3 BY PER JACOBSSON 


It was certainly a great step forward when 
humanity learnt to use notes and other credit 
‘instruments as elastic means of payment instead 
‘of only coins made of different kinds of metals. 
‘But, as with so many other steps forward, it was 
an invention for good and evil, for it laid itself 
open to the possibility of abuse — since credit 
could be created in excessive amounts much more 
easily than coins could be debased by being minted 
in reduced weights, etc. The present generation, 
which has, during two world wars and the follow- 
ing post-war periods, witnessed so much infla- 
tionary financing of government expenditure 
leading to rising prices, should not, one would 
think, need to be told about the dangers of extra- 
‘vagant credit creation. But human experience 
‘seldom points only in one direction and there was, 
in the inter-war period, the additional experience 
of the depression in the 1930s, which, with its 
‘deflationary fall in prices and consequent losses 
in the form of unemployment, etc., made a terrific 
“impact on men’s minds and led them to determine 
‘that no such sad occurrence should be repeated, 
if there was any way of preventing it. 

It was the large amount of unused resources 
vof men, machines and materials which in the 
depression of 1930 made it seem so senseless not 
to make a start on new investments — in par- 
“ticular in the Anglo-Saxon countries, which were 
‘able to pay for almost any amount of excess 
imports thanks to their ample monetary reserves. 
‘With the private economy in a depressed state, 
people looked to the government for the initiation 
of public works and, if need be, for overcoming 
difficulties of financing by resort to the banking 
“system with a view to movilising “idle savings”. 
At a time of rather weak demand for goods and 
‘services on the world markets there was much to 
‘be said for a more active policy in the individual 
S countries — as Professor Gustav Cassel often 
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emphasised in his articles in this quarterly review 
— but it should be added that, in practice, suf- 
ficient attention was not always paid — par- 
ticularly in the United States — to the need of 
maintaining a proper balance between costs and 
prices (failure to fulfil this condition actually 
impaired the results in more than one country). 


It soon became clear that the general market 
conditions in the years after the second world 
war were exactly the opposite of those which had 
prevailed in the 1930s but, even so, the hold of 
the old ideas was so strong that the great majority 
of countries continued to pursue an easy-money 
policy in order to ensure that in any case no 
“difficulties of financing’? should stand in the 
way of new enterprise arid investment. As, how- 
ever, the public was intent on replenishing its 
own reduced supplies of household and other 
goods, private savings were on the low side — 
the consequence being that in one country after 
another government agencies and private enter- 
prise had to turn to the banks as their source of 
financing. From a technical point of view, the 
banks were generally able to respond to the de- 
mands made on them, since they were as a rule 
owners of government securities which had been 
placed with them during the war and could now 
be realised without any difficulty for the banks 
especially when the securities were in the form 
of short-term paper. Also, many business enter- 
prises held amounts of government paper which 
they could mobilise in order to obtain the funds 
required for their post-war investments. To assist 
the government in repaying maturing securities 
the central bank often had to advance the neces- 
sary funds by the creation of new money, and 
it also happened (as in Sweden) that the central 
bank intervened by way of open-market operations 
to sustain the quotations of government bonds, 
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although this meant putting new money into the 
market. At the back of all the new money there 
was, however, no actual substance in the form of 
genuine savings and very soon, therefore, the 
total expenditure (for consumption and invest- 
ment) of the country pursuing such a policy ex- 
ceeded the resources currently available, thereby 
initiating a trend towards rising prices and in- 
creasing imports which resulted in a deficit in the 
balance of payments and a consequent loss of 
monetary reserves. Slowly it began to dawn upon 
people that old securities could not serve as a basis 
for new investments without a proportionate 
amount of current savings becoming available and 
- that, therefore, it was not enough for the banks to 
have government securities to sell in order to 
serve as a source of financing. It was necessary 
to limit the volume of investment to the amount 
of genuine savings becoming available, which 
meant that greater attention had to be paid to 
the actual “possibilities of financing’? while less 
reliance had to be placed on the banking system 
and more on such institutions as insurance com- 
panies and savings banks which are the regular 
recipients of the public’s current savings. 

Once the principle has been accepted that a 
proper balance between savings and investments 
must be brought about in order to avoid in- 
flationary tendencies and a deficit in the balance 
of payments, the question arises how the desired 
result may best be obtained. As far as Sweden is 
concerned, it is of interest to recall the policy 
adopted by that country in 1948, according to 
which balance was to be restored through a cur- 
tailment of investments through physical controls 
(principally by a cut in building activity) and 
through an increase in the amount of available 
savings by covering government investment out 
of the proceeds of current revenue as well as by 
the realisation of an additional overall surplus in 
the budget accounts. The measures adopted would 
seem to have been successful, the central bank 
having been able to reduce its holdings of govern- 
ment bonds without any increase taking place in 
the market rate of interest while adding to its 
reserves of gold and foreign exchange. It should, 
however, be emphasised that by means of physical 
control and budget surpluses such a favourable 


result could be obtained only under certain special 
conditions: 


(1) From a political and administrative point of 
view, the situation had to be such that an 
adequate amount of revenue could be voted 
and collected. It does not need much know- 
ledge of the continent of Europe to arrive 
at the conclusion that there are several 
countries in which it has been well-nigh im- 
possible to secure a fully balanced budget. 
Wherever that has been the case it has been 
out of the question to rely exclusively on bud- 
get policy for a restoration of fundamental 
balance; recourse must also be had to credit 
restrictions made effective by higher rates of 
interest. As is well known, both in France 
and Italy the application of a relatively firm 
credit policy made it possible to arrest infla- 
tionary tendencies even though the country’s 
budget continued to show a deficit. 


(2) The level of budget expenditure and the 
burden of taxation must not be so high 
already that a further increase in the amounts 
collected would have the effect simply of 
bringing about a corresponding reduction in 
the flow of private savings, for in such a 
case the higher tax measures would simply 
defeat themselves. 


(3) The administrative machinery must be suf- 
ficiently effective to ensure that the projected 
curtailment of investment is actually carried 
out — this is not the case in all countries. 
In practice, it is highly probable that in even 
the best-ordered countries cuts would be 
greater in certain sections than in others and 
that, therefore, the reduction in the volume 
of investment would be lop-sided, a factor 
which would hinder and not help the proper 
functioning of the price mechanism. 

(4) The general price level must remain fairly 
stable — just as was, in fact, the case in 
Sweden from the end of 1948 up to the early 
months of 1950. Experience has shown that, 
should there be a sharp rise in prices, whole- 
sale and retail traders as well as industrial 
and other enterprises will immediately at- 
tempt to increase their stocks of materials 


and other commodities. Not all firms will 
require greater credit facilities to finance 
such increases since many will already have 
sufficient funds in reserve. The public itself 
may, moreover, increase its purchases by 
drawing on its accumulated savings and, if 
_ that happens, more funds will be received 
. by business firms generally, enabling them 
to make increased purchases, inter alia, from 
abroad. 


Even before the outbreak of the conflict in 
Korea wholesale prices had begun to rise in the 
United States and this increase naturally made 
itself felt particularly in the countries which had 
devalued their currencies in the autumn of 1949; 
At is, therefore, questionable whether those 
‘countries could have maintained a balanced posi- 
‘tion without introducing a stiffer credit policy, 
including an increase in interest rates, even if 
the Korean conflict had not occurred. But once 
that conflict had broken out the situation changed 
so significantly that the stage was clearly set for 
a new credit policy. The first important factor 
was the rise in prices, which immediately exposed 
the credit system of almost every country to a 
considerable strain. In the second place, there was 
the increased burden of rearmament, this making 
it more difficult than ever for individual countries 
‘to achieve a budget surplus sufficiently large 
really to add to the flow of current savings. It is, 
therefore, not surprising that most countries 
‘decided to make increased use of the means of 
‘credit policy available to them in order to combat 
‘the danger of inflation. Discount rates have been 
increased in Belgium, Canada, Denmark, Finland, 
“Germany, the Netherlands, Sweden and_ the 

United States, while long-term interest rates have 
risen also in a number of other countries, in- 
cluding Great Britain and Norway. 

~ It would no doubt be of interest to analyse and 
compare the steps which have been taken in dif- 
ferent countries to ensure that the various hold- 
‘ings of government securities — especially those 
of a short-term nature — do not lead to any ex- 
cessive credit creation, and at the same time to 
examine what methods of qualitative and quan- 
titative controls have been applied — but to do 
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this at all adequately would be impossible in a 
short article. From general experience it can, 
however, be stated that an effective limitation of 
the volume of credit as a rule presupposes a cer- 
tain increase in the level of current interest rates. 
While the degree of increase has varied con- 
siderably from one country to another, it is, how- 
ever, possible to distinguish certain broad groups. 
In those countries in which prices have risen most 
steeply (e. g. Italy, where they are about fifty 
times as high as in 1939, or France, where they 
are between twenty and twenty-five times as high) 
or the public has been deprived of the greater 
part of the amounts it held in notes and deposits 
(as in Germany, where the monetary reform of 
1948 caused the loss of over go per cent. of these 
holdings), it is not surprising to find a disincli- 
nation for savings in money form, with the result 
that fairly high interest rates have been ruling 
(between 6 to 8 per cent. in the long-term mar- 
kets). On the other hand, in countries in which 
the war and post-war rise in prices has been kept 
within fairly moderate bounds the increase in the 
rate of interest has been more limited: in Switzer- 
land long-term rates increased to about 3'/2 per 
cent. in 1946 and then went back to below 3 per 
cent.; in Belgium, Great Britain and the Nether- 
lands the yield of long-term government has nor- 
mally been kept within limits of 3°/2 to 4°/2 per 
cent. At a time when countries exhausted by a 
major war are beginning to reconstruct their 
economies, such rates cannot be considered as in- 
dicative of “dear money”, but they have sufficed 
to ensure equilibrium in the long-term markets 
without there being any injection of newly created 
money by the central banks of the countries con- 
cerned. As regards Sweden, which suffered no 
war damage, there can be little doubt that, had 
the country’s monetary police been better managed 
than was actually the case, the interest level of 
about 3'/s per cent. which now applies to long- 
term government bonds would have been quite 
high enough to ensure adequate balance between 
savings and investments. 

Early in 1951 there was a danger that the 
American public would be deeply perturbed by 
the continuous price increases and would reduce 
its rate of savings, but the decline in prices which 
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fortunately started in the spring seems to have 
allayed its fears, since according to the Council 
of Economic Advisors to the President total sa- 
vings in the second quarter of 1951 amounted on art 
annual basis to $ 32.3 milliard (this corresponding 
to 16.3 per cent. of the national income as com- 
pared with 8.8 per cent. in the preceding quarter 
and 10.2 per cent. for the whole of 1950). The 
decline in the price level which set in in the spring 
of 1951 has, moreover, been useful in that it has 
rendered the limitation of the supply of credit 
and the increases in the rate of interest more 
effective than they would have been otherwise. 
When prices are rising quickly measures of direct 
credit control (involving quantitative limitations ) 
are almost indispensable, whereas when prices are 
more stable relatively moderate increases in the 
interest level may well be sufficient. 


W hat, then, are the beneficial effects which are 
expected from an increase in interest rates? As 
far as buildings and other long-term projects are 
concerned, the rate of interest undoubtedly con- 
stitutes an important cost element — but these 
kinds of construction are nowadays often under- 
taken for official account and public authorities 
generally pay less attention to changes in interest 
rates than private investors would do (although it 
is likely that even governments will reduce their 
investments when a tense situation, requiring an 
increase in interest rates, arises in the credit 
field). 

As regards increases in short-term interest 
rates, the holding of stocks and the willingness 
of commercial and industrial firms to extend 
credits may be influenced by the rate of interest 
charged (especially when prices cease to rise), but 
the behaviour of the firms is likely to be in- 
fluenced even more by the ease or difficulty with 
which accommodation can be obtained from the 
banking system or from other sources. This means 
that the availability of credit becomes a most im- 
portant factor. lf credits are made available less 
easily, the rate of interest is naturally inclined to 
rise, and if the central bank abstains from in- 
jecting newly-created money into the market to 
hold down long-term interest rates, these are also 
likely to show a tendency to rise. The main es- 


sential is that no fresh centralbank money is added 
to the volume of purchasing power, for experience 
has shown that such money is not left lying idle; 
it is used largely for financing increases in com- 
modity stocks or long-term investments such as 
building activity, with the result that the total 
amount of investments rises above the limits of 
current savings. When the market itself has-to 
provide the funds, the amounts derived from cur- 
rent savings (including repayments on old loans) 
will set the limit to what can be borrowed and the 
actual possibilities of financing thus ensure that 
investments are kept within the bounds of avail- 
able savings. It would, however, be a mistake to 
blame adjustments of monetary policy for the 
restriction of credit or the rise in interest rates; 
the basic reason for any shortage of capital for 
investment purposes is the shortage of available 
resources in the form of fresh savings. 

If current savings are to be readily available, 
the money and capital markets must be well 
organised. Unfortunately, the capital markets are, 
in a number of countries, working less effectively 
now than before the war — one reason for this 
being that arrangements have often been made 
outside the markets, which have thus been kept 
relatively inactive. An unfortunate consequence of 
the inadequacy of the ordinary market mechanism 
is, however, that it makes prospective borrowers 
turn more frequently to commercial banks for 
long-term accomodation also — a development 
which gives rise to a number of problems regard- 
ing the scope of the financing properly to be 
undertaken by the commercial banking system. 

It is not possible to give a neat and simple 
answer to the question of the proper kind of 
financing for the commercial banks to undertake, 
because, under the various systems which have 
gradually developed in the different couniries, 
these banks do not everywhere have the same 
scope for action. 

In Great Britain and the Netherlands, the 
commercial banks regard it as well-nigh their sole 
task to provide part of the working capital for 
commercial, industrial and agricultural firms, i. e. 
to provide funds needed to finance the holding 
of stocks and ordinary inter-business credits. As 
a rule, the working capital of a nation represents 


about 15 per cent. of its total productive assets: 
_ while the amounts needed to finance the holding 
of stocks, etc. may vary from year to year, there 
are certain limits which are unlikely to be ex- 
ceeded, there being generally a possibility of 
- obtaining a reduction in the credit lines extended, 
e. g. from customers who have to reduce their 
a inventories. A firm of contractors may well 
_ borrow from a commercial bank to cover the 
outlay on houses being built (or other work in 
progress), but once the period of construction is 
over it is in the nature of commercial banking 
business that the short-term accommodation 
_ should be repaid out of the funds available for 
long-term financing, e. g. out of proceeds of 
_ mortgages with savings banks or insurance com- 
panies or of issues in the capital market. When 
such repayments are made the amounts held on 
_ deposit with the banks by the insurance company, 
_ the savings bank or the general public are drawn 
upon to repay the advances made by the banks; 
in this way the assets and liabilities of the banks’ 
- balance sheets are compressed and a basis laid 
_ for renewed bank lending without there having to 
be any dangerous expansion in the total of the 
advances and deposits outstanding. 
In certain other countries — notably the Scan- 
_ dinavian countries, Germany and Switzerland — 
| the great majority of commercial banks has been 
in the habit of attracting funds of a more per- 
- manent nature (by the receipt of time deposits or, 
as in Switzerland, by the sale of mostly three or 
five-year certificates) and of making long-term 
_4nvestments on the basis of funds thus acquired. 
min such cases there is a danger that the banks may 
- overstep the proper limits for their long-term 
i financing, and they will be especially tempted to 
do so if the central bank continues to pursue a 
policy of “easy money”. It is, however, not the 
- form of the credit that matters but the nature of 
the accomodation extended — and it is for this 
reason that the financing of governments by banks 
_ during the war led to an increase in the volume of 
money the final result of which has been to lift 
prices in most countries to a level more than twice 
~ as high as in 1939. An excessive use of bank credit 
-is naturally more prevalent in countries where 
the banks have been in the habit of financing 
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long-term investments, especially if those in 
responsible positions have neglected to develop a 
capital market on which bank credits could be 
“unloaded”. 

There is, however, another and even greater 
danger which arises in countries with inadequate 
capital markets, namely that the central tank 
itself will be asked to help in the financing of 
permanent projects, the tendency being only too 
often to disguise the true nature of the trans- 
action under the more attractive name of “‘pre- 
financing”. Resort to central-bank credit is even 
more perilous than borrowing from the commer- 
cial banks for a number of reasons: 


(i) the commercial banks do, after all, receive 
a certain amount of savings from the public, 
whereas a central bank does not; 


(ii) when new money is issued by the central 
bank and actually spent for consumption or 
investment purposes it will add to the vol- 
ume of purchasing power not only in the 
hands of the first recipient but again when 
transmitted to further recipients (thus exer- 
cising a multiplier effect) ; and, finally, 

(iii) new issues of money by the central bank 
result in an increase in the liquidity of the 
commercial banks which may be expected 
to give rise to a secondary credit expansion. 


While it may be possible to restrain increased 
lending by commercial banks by stiffening their 
cash requirements even if their cash holdings are 
rising, the other dangers inherent in the financing 
of projets by central-bank funds will still remain. 
Fortunately, the conclusion is being drawn by an 
increasing number of people that, in the present 
period of active business, which is so different 
from the depressed conditions of the 1930s, the 
central bank should rigorously abstain from any 
form of financing on its own, either through 
open-market operations or through direct credits. 


After the outbreak of the conflict in Korea 
with its subsequent rise in prices the authorities in 
an increasing number of countries took steps if 
not to check at least to moderate the expansion 
in the credit volume. In the past it was usually 
maintained that the adoption of a restrictive credit 
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policy with higher interest rates would lead to 
reduced prices, since such a policy would tend to 
bring about a contraction of the volume of means 
of payment in circulation and, moreover, com- 
mercial and industrial firms would have to sell 
part of their commodity stocks to be able to meet 
their commitments. In recent years, however, the 
tendency has been to take the view that increased 
interest rates will lead to higher costs (not only in 
the building trade but also in other branches of 
economic life) and therefore also to higher prices 
and that, moreover, as the higher prices will have 
to be compensated by an increase in wages, the 
final result will be, it is thought, an upward 
movement of the price level. In the case of Swe- 
den it has, for example, been calculated that an 
increase of 1 per cent. in the interest level would 
cause a rise by 17/2 per cent. in the cost of living, 
and the conclusion would seem to be that the 
holding-down of the interest rate would be equiv- 
alent to a holding-down of prices. But it is worth 
while examining this conclusion in the light of the 
country’s previous experience to find out whether 
ore not more potent factors working in another 
direction have been in operation. If, as in fact 
happened in Sweden, the keeping-down of interest 
rates meant that the central bank had to support 
quotations of government bonds by issues of fresh 
money, account must also be taken of the effect 
of such issues on.the trend of prices and on the 
monetary reserves. As was to be expected, the 
open market policies followed in Sweden led to a 
great reduction in the monetary reserves, one of 
the results of wich was that the country had to 
accept a greater devaluation of its currency than 
would otherwise have been necessary; that being 
the case, the policy of maintaining artificially low 
interest rates must, in a final analysis, be held 


responsible for the price rise resulting from the 
devaluation. 
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It is unrealistic to discuss the effect of a parti- | 
cular measure, such as the holding-down of J 
interest rates, without paying due attention to | 
the resulting changes in the volume of means of 
payment outstanding, in as much as these affect 
the amount of domestic expenditure for consump- 
tion and investment, and thus also the outcome of 
the balance of payments. Had the central bank in 
Sweden been more careful in its credit policy and 
thus managed to avoid serious losses in its gold 
and exchange reserves (which had been quite 
large at the end of hostilities), the likelyhood is. 
that the increase in the Swedish cost of living 
would not have been 20 per cent. since 1948 but 
more nearly in the neighbourhood of 1’/2 as a 
consequence of the rise in the rates of interest on 
the short- and long-term markets. 

All things being considered, it would still seem 


to hold good that an increase in rates of interest |} 
is likely to lead to lower prices than otherwise |} 


would have obtained — a sequence of cause and 
effect which, admittedly, people in general find 
most difficult to comprehend. But the fact is that 
there has recently been an interesting illustration 
of the connection between changes in credit policy 
and the general price trend: the stiffening of 
credit conditions in an increasing number of 
countries since the autumn of 1950 was certainly 
one of the circumstances contributing to the de- 
cline in wholesale prices which began to make itself 
felt on the world markets in the spring of 1951. 
At that time one monetary centre ofter another 
had returned to a more active credit policy — a 
recognition of the fact that, when it comes to a 
question of the various countries securing a bal- 
anced position internally and in their relations one 
to another under difficult conditions, the well- 
tried means of action supplied by an appropriate 
credit policy cannot be overlooked. 


The changes affecting the national economy 
since the war have of course also included the 
labour market. With few exceptions, manpower 
shortages have characterized the post-war market, 
and brought to the fore a number of problems 
which had previously escaped serious notice. This 
‘applies, for example, to such factors as absen- 
teeism, turnover, and the deterioration of working 
discipline. Of still greater importance, however, 
‘is the effect on wages. Whereas shortages of 
goods have been eliminated in most fields, labour 
“has continued to enjoy a seller's market to an 
“unprecedented degree. 

The principal reason for the current situation 
is obviously the inflated business boom which has 
prevailed since the end of the war. When a 
temporary recession set in in 1949, the conditions 
- in the labour market immediately showed signs of 
“improvement. However, the change in demo- 
graphic structure as compared to that in the 
thirties also plays a significant part. In an ex- 
pansive economy, a stagnant population obviously 
"in itself entails a risk of dislocations in produc- 
tion, but it should be stressed at the onset that 
‘the population question merely serves to accen- 
tuate the manpower shortage created by the in- 
-flated business activity. 

With the unemployment crises featuring the 
inter-war years fresh in mind, it was only natural 
that the principal issue in the economic debates 
during the war centered on the measures to be 
‘used for promoting employment. Although un- 
-animous agreement as to the vital importance of 
| avoiding any major unemployment in the future 
_ did exist, there were nuances in opinion as to the 
degree of employment desirable. In Labour’s post- 
“war programme, full employment constituted a 
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WNL IZED OR DECENTRALIZED 
WAGE NEGOTIATIONS 


BY BERTIL KUGELBERG, 
MANAGING DIRECTOR, SWEDISH EMPLOYERS CONFEDERATION 


fundamental issue. One may therefore inquire 
whether the inflated post-war boom and its con- 
comitant overemployment has been the result of 
definite government measures to achieve its pro- 
gramme. The answer is, of course, that the pri- 
mary reason for the boom is the prevailing econo- 
mic situation abroad, which cannot be influenced 
by any political measures resorted to in Sweden. 
But, on the other hand, it is quite apparent that 
the government has refrained from taking re- 
course to measures which would have tended to 
restrain the boom, for fear that they would create 
unemployment ; on the contrary, it has undertaken 
a number of different measures designed to sti- 
mulate business activity. Its programme of social 
reforms, the excessive supply of money released 
for the purpose of supporting the market for gov- 
ernment securities, and the Russian trade pact 
have all contributed to the creation of additional 
purchasing power. But the controls retained have 
been inadequate to restrain the boom to the extent 
needed to utilize the available production resources 
in the most efficient manner. All agree that post- 
war business has been permitted to expand far 
more than required for maintaining a state of 
full employment. 

Sweden’s dependence on economic conditions 
abroad will always hamper any attempt to create 
a cyclical condition counter to the one generated 
abroad. Even though it may be possible to achieve 
a greater measure of economic autonomy, it will 
always remain easier to influence the economic 
development in one direction or other than to 
attain and thereafter maintain a stable state of 
equilibrium. For this reason it may be assumed 
that future efforts to maintain full employment 
are liable to produce an excessive expansion and 
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consequently a degree of employment which for 
longer and shorter periods will exceed the esti- 
mated, desirable target. 

Since, therefore, fluctuations are to be ex- 
pected, there are good reasons to assume that in 
the future the government’s efforts to attain its 
full employment target, as well as periods of 
booming foreign trade, will contribute to produce, 
for long periods of time, an economy featuring 
full or overemployment. This means, of course, 
that the special wage problems which have con- 
fronted us in recent years cannot be assumed to 
be of transient nature. Under such conditions, it 
may be argued whether the methods of negotia- 
tion currently employed and which have been de- 
veloped under entirely different conditions are 
appropriate in a full or overemployed economy. 


Labour Market Problems with Full Employment 


What then are the problems arising out of full 
employment? First of all, full employment creates 
an unprecedented bargaining position for labour. 
Owing to the favourable business conditions cur- 
rently enjoyed and the auspicious outlook, manage- 
ment in various branches of business will put 
up less resistance against the claims of labour. 
From the companies’ point of view, it appears 
quite possible to sustain relatively large wage in- 
creases. The competition for the available man- 
power is also reflected in management’s desire 
not to be left behind in the general wage move- 
ment. On the labour side, each trade tries to 
exploit the situation to its best possible advantage. 
Employers in different branches of business be- 
come disinclined to engage in any wage disputes, 
not only because of the favourable business con- 
ditions but also owing to the fear that, in an 
isolated dispute, the labour force may be absorbed 
by other branches. When wage negotiations are 
conducted in accordance with traditional methods, 
all these factors easily contribute to raising the 
earnings to a level incompatible with the mainten- 
ance of a stable purchasing power. 

However, the wage level is pressed upwards 
by other factors than negotiated agreements. 
Owing to the sustained manpower shortage suf- 
fered by every company, the wage level also 


shows a rising tendency during the terms encom- 
passed by the collective contract. In this context, 
it should be noted that the Swedish system of 
collective bargaining frequently admits of certain 
adjustments of the wage level without departing 
from the negotiated clauses. Many agreements 
contain stipulations in respect of minimum wages 
supplemented by additional rates for diligence and 
skill, and such clauses obviously land themselves 
to more or less generous interpretation. Moreover, 
the managements frequently abstain from re- 
questing a revision of the piecework rates war- 
ranted by rationalization and similar measures 
which alter the basis of the piece rates. In recent 
years, it has been commonly observed that labour 
for different reasons has shown less inclination 
than previously to slow down in order to limit 
their piecework earnings. When accompanied by 
an increase in production, such a development is 
naturally highly to be desired. 

But it should also be observed that the wage 
increases noted above must be attributed in part 
to the statistical methods used in their reporting. 
An increase in earnings may be obtained by 
changing from hourly wages to piece rates, a 
change usually accompanied by higher produc- 
tivity. Finally, when considering general averages, 
account must also be taken of the progressive 
transfer.of labour from a low-paid branch to one 
with higher wages and from places with low cost- 
of-living to others with higher living costs. 

Even though such wage glides are common at 
all times, there is no doubt but that the continuous 
rise in wages is to a decisive degree conditioned 
by the current inflated business boom. 


The Views of Labour 


The problems created by wage negotiations con- 
ducted in a full employment economy have pre- 
viously been observed by the advocates of full 
employment, including the Swedish Confedera- 
tion of Trade Unions (LO). It may seem para- 
doxical that such interest has been attached to 
these problems in labour quarters. The pressure 
on the purchasing power is, after all, created by 
the increased earnings of the workers when the 
economic situation, as outlined above, has devel- 
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oped into its final stage, and in such a full employ- 
~ ment economy organized labour is in an unprece- 
dented bargaining position to pursue its own ends. 


Obviously, the reason for Labour’s interest in this 
problem is the growing realization that sustained 


inflation creates dislocations in the national eco- 


nomy, thereby hampering the efforts of the 


; workers to obtain the real improvements in their 
standard of living that would otherwise have been 
the case. To this is added a feeling of co-respon- 


sibility in the creation of the social welfare pro- 


gramme which is clearly being undermined by the 


deterioration in purchasing power. 
Spokesmen for the Confederation have outlined 
several alternatives to solve this dilemma, but in 


_ the main two lines of action have been advocated. 


It has been suggested that wage negotiations 
should be directed by the Confederation, to a 


greater degree than previously, to facilitate an 


effective restraint on the demands for higher 
wages in order to make them compatible with a 
stable purchasing power. This would enable the 
weighing of the merits of the claims for wage 
increases presented by the different trade federa- 
tions, thereby contributing towards establishing an 
equitable and, from the point of view of the na- 
tional economy, rational wage balance. 
According to the second line of procedure, the 
top organization should not subject the federa- 
tions to pressure in order to make them abstain 
from fully utilizing their favourable bargaining 
position. As before, the companies should be 
pressed to the limit of their profit-making capa- 


city, but the excess purchasing power thereby ex- 


tracted should be drained off by indirect taxes, 
adjusted to the prevailing economic situation. The 
resulting increase in state revenue should be used 
for overbalancing the budget and applied in pe- 
riods of threatening unemployment. 

If the surplus purchasing power were eli- 
minated in this manner, the companies would be 
unable to compensate the wage increases by a 
rise in prices, since the earnings of the consumers 
would be inadequate for the total demand pre- 
viously existing, and a reduction in turnover 


_ would be the outcome of increased prices. A rise 


in wages would therefore result in reducing the 
profit margin of the companies, while labour 


indirectly would have to part with some of its 
wage increases to the Treasury. By this means, it 
is held, management would be less inclined to meet 
the demands for future wage increases presented 
by labour. 

To this may be briefly retorted that from the 
point of view of the consumers a rise in wages 
owing to indirect taxation would be regarded as 
any other price increase for any reason whatso- 
ever, and would therefore incite to new demands 
for wage increases. 

However, a number of measures inspired by 
these proposals have already been taken. During 
the Trade Union Congress recently held, the 
establishment of a special bargaining council was 
decided upon, in conjunction with a reorganization 
scheme which would augment the power of the 
top organization over the trade federations in 
respect of bargaining. The principal function of 
the council is the review of all agreements pre- 
pared by the federations prior to their presenta- 
tion to the opposite party. The arrangement will 
facilitate the desired coordination of federation 
bargainings and widen the influence wielded by 
the top organization. But at the same time it has 
become apparent from a number of recent political 
measures that the government is tempted to follow 
the second line of action suggested. A number of 
indirect taxes were considerably increased at the 
beginning of the year when in the view of the 
authorities there was a particular need for re- 
ducing the purchasing power. 


General Employer Attitudes 


What is the position taken by management in 
respect of the problems created by full employ- 
ment and, particularly, as to the different methods 
of determining wages in a situation like the 
present ? 

Employer organizations were originally estab- 
lished for the primary function of curbing the 
demands of organized labour, so that a fair share 
of the earnings could be reserved for the consoli- 
dation and expansion of the companies, in addition 
to ensuring the stockholders getting a fair interest 
and risk premium on their investments. With the 
growth of the bargaining associations, it also be- 
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came of urgent concern to counteract any i 
sions created by too large wage differentials 
in separate branches of business or too wide 
disparities in the wages in different periods. In 
this manner, the associations contributed towards 
a relatively homogenous and continuous wage 
movement which, at any rate from a long term 
point of view, coincided with increases in produc- 
tivity. 

In the deliberations and decisions of the Em- 
ployers Conf ederationincreasing consideration has 
also, in recent years, been given to the relation 
between wage movements and changes of the 
value of money. It should, however, be clearly 
understood that the means of the Confederation to 
defend the purchasing power are strictly limited, 
and that its ability to contribute to a proper ad- 
justment of the wage level is contingent on a 
sensible economic policy. The reactions of the 
individual companies to overemployment have 
already been touched upon, and in view of this 
it is quite obvious that the Confederation is in- 
capable, in spite of its constitutionally vested deci- 
sive power in respect of collective bargaining, of 
pursuing a policy which to a far greater degree 
than the one LO (The Confederation of Trade 
Unions) is now able to carry out as a result of 
the reorganization now decided upon would run 
counter to the natural inclinations of the com- 
panies in a given economic situation. This applies 
at the time of bargaining as well as during the 
term of the agreements. 

In the matter of adjusting the wage level in 
different branches of business, management has 
hitherto taken the position that the wages in any 
given branch should be determined on the virtue 
of the actual business conditions prevailing there- 
in. Since the negotiations have been pursued by 
the trade associations, it has been possible to 
follow this principle, which in a free economy is 
liable to produce the best possible results, It is 
therefore to be assumed that in any given period 
manpower will be attracted to the branches most 
vital for the national economy. 

This desirable development may naturally be 
hampered by price interferences, or by manpower 
shortages, or by equalizing the wages in different 
branches. Seen from a short-term point of view, 
this principle may occasionally lead to a situation 


wherein the most profitable undertakings are not 
necessarily engaged in production which may be 
regarded as vital in the sense of national defence 
and self sufficiency. It is nevertheless quite ap- 
parent that the rapid industrialization of the 
country during the last fifty years was accom- 
plished largely by displacement in labour owing to 
existing wage differentials in industry and agri- 
culture, and this development has in the end 
proved to be of benefit to both these sectors of 
the economy. 

Experience has also shown that adjusting the 
wage differentials to different skills also affects 
productivity. In the opinion of the employers, the 
equalization of wages now in process for a num- 
ber of years has progressed further than desir- 
able from the point of view of recruitment and 
stimulation. 

In the debate that has been going on about the 
margin required to permit a rise in wages without 
inflational after-affects, little attention has been 
paid to the inter-relations of the wage differentials 
between different groups and total production, as 
discussed above. The arguments run as if the 
amount at the disposal for wage increases could 
be distributed without regard to these overall ef- 
fects on the economy. 


Previous Experiences with Central Bargaining 


In view of the above, one may ask whether a 
further centralization of wage negotiations would 
be in accordance with the general aims of the 
Employers Confederation. No comprehensive 
answer can be given to this question. The methods 
of negotiation should be allowed to vary in con- 
formity with the prevailing economic situation. 

It should be recalled that central bargaining 
between the Confederations of Employers and of 
the Trade Unions about the wage movements to 
be permitted during a given period has occurred 
in the past. The index agreements concluded 
during the war required the direct engagement of 
the top organizations in the negotiations. This 
practice was applied as late as at the end of 1949. 
However, it should be clear that the conditions 
prevailing at the time of concluding these index 
contracts were regarded as exceptional. 

Tendencies towards centralized bargaining have 
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also made themselves felt since the war. During 
- the 1947—48 negotiations, an effort was made by 


the Employers Confederation to conclude si- 
multaneous agreements in all major trades and 


_ to arrive at interdependent settlements. As a result, 


the percentage increases granted workers in in- 


_ dustry were the lowest obtained in post-war nego- 
 tiations. 


However, no sweeping conclusions should be 
drawn from this isolated instance, since obviously 


other factors might have contributed to the out- 


come. In this particular sense, LO had urged the 
federations at the onset of the negotiations to 
practice restraint, although leading trade union 


_ men have declared subsequently that the promp- 
~ tings of the top organization on this occasion had 


little effect on the settlements arrived at by the 
different federations. 

In all other post-war negotiations, the tradi- 
tional method of dealing separately with the 
used. But it 
has become quite apparent that the advantages of 
this method can no longer be utilized to the 


same degree as previously. The total rise in wages 


has exceeded the margin for a stable purchasing 
power and there has been a further tendency 
towards costlier settlements as the negotiation 
season progresses. This gradual increase in the 
rates obtained is due mainly to a desire to post- 
pone the settlements as long as possible in such 
trades where for some reason or other major wage 
increases are expected. 

Quite naturally, settlement has also been delayed 


~ in trades where the differences have been out- 


standing owing to the excessive demands of the 


' workers. It also appears as if this tendency is 


due to the inclination of labour not to accept a 
settlement providing a lower rate than the best 
obtained in negotiations earlier in the season. This 
development has been quite apparent during the 
negotiations recently concluded. While they were 
in progress, there occurred a substantial rise in 
prices which successively elevated the limits for 
compensation owing to increased living costs, and 


these price increases were taken as a justification 


for further demands. 
Even though a desirable dif ferentiation of wages 
could have been accomplished in the post-war 
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years, the wage movement during the term of 
contract would no doubt have been different than 
outlined in the agreements. As previously men- 
tioned, the wage glides during the term of con- 
tract have been exceptionally pronounced in the 
post-war. years. When comparing the magnitude 
of the glides in different trades with the rise in 
wages obtained through negotiation, it becomes 
quite apparent that the upwards pressure on the 
wages has been especially heavy in trades which 
had lagged behind at the bargaining table. This 
implies, in other words, that in the majority of 
trades the wage differentials resulting from nego- 
tiations tend to become equalized during the term 
of the agreement. With the prevailing economic 
situation in mind, it is quite probable that such 
an equalization would have occurred even though 
the differentials had been accomplished on purely 
factual grounds. 


Wage Differentiation 


Centralized negotiations need not per se prevent 
a differentiation of wages. Theoretically, it would 
be necessary merely to guard that the total rise in 
wages keeps within the limits of expansion of the 
economy. But when the manpower shortage is great 
and the inflationary pressure excessive, in other 
words the very time when centralized negotia- 
tions are regarded as absolutely essential, it is 
extremely doubtful whether any differentiation 
could be carried out. Certain branches would get 
smaller rises than others and would thereby en- 
danger their competitive position in respect of 
manpower. It would obviously be very difficult 
to gain the managements’ approval of such a 
policy and it would subject their solidarity to se- 
rious strain. 

Should nevertheless such a differentiation of 
wages be imposed on certain branches against the 
will of the managements, there is no doubt but 
that the differentials will rapidly become equalized 
anyhow owing to wage glides. Similar tendencies 
would undoubtedly also develop on the labour side. 
It should be recalled in this context that the pro- 
longation of the agreements of 1948—49 and 1949 
—so could be accomplished only because all trade 
federations toed the line. 


96 


SKANDINAVISKA BankKEN 
<< 


gees ee 


In central negotiations conducted directly by the 
top organizations, there is always a risk that the 
agreements will become generalized. In such bar- 
gaining, it is not feasible to analyze in detail the 
individual problems of each branch without access 
to a large and complex research apparatus. Owing 
to their broad nature, the agreements concluded in 
this manner for the different branches of industry 
and business cannot be conducive to high pro- 
ductivity. The risk of inflexibility will naturaily 
decrease if the top organizations confine them- 
selves to determining the broad outlines and assign 
to branch and trade negotiators the task of thrash- 
ing out the details of the agreements. 

The system regularly employed in Denmark and 
frequently in Norway is also feasible. By this 
method of bargaining, certain questions are de- 
cided centrally while others are assigned to the 
federations. It has become a characteristic feature 
of the Danish system that the wage increases ob- 
tained by central negotiations are exactly the same 
in all branches. In Norway, the practice of refer- 
ring certain questions to the federations have 
resulted in that the negotiators often go beyond 
the limits set for them, since such a step is to 
the advantage of both management and labour in 
the particular branch. 

Another consequence of centralized negotiations 
is the facility with which the government can obtain 
a comprehensive settlement of a large number of 
outstanding agreements, which offers great temp- 
tation to interfere in the bargaining. This is ex- 
actly what has happened in Denmark where the 
proposals of the national mediator embracing the 
entire area covered by the Danish top organiza- 
tions are elevated to the dignity of national law. 
Under such conditions, the defence of the freedom 
of the employment market, so highly esteemed 
by the Swedish organizations, will take on for- 
midable difficulties. 


Alternatives to Central Negotiations 


In view of these misgivings in respect of cen- 
tralized negotiations, it is encumbent to enquire 
whether there exist any alternatives to this method 
which would contribute to a steady wage move- 
ment also under such inflated business conditions 


as the present. An obvious alternative is of course 
long-term agreements, but this would meet with 
many objections from labour. Under such con- 
ditions, it is held, wage earners would suffer from 
any deterioration of purchasing power which 
might occur during the term of contract. If the 
agreements run for an extended period, say five 
years, labour would also have to wait for what it 
regards as its fair share of the increased produc- 
tivity. 

The first objection can in part be eliminated by 
providing the agreements with escalator clauses 
tieing the wages to the cost-of-living. Such a 
system, however, is unpopular with employers at 
the present. One of the reasons for their negative 
attitude is that under such a system, as seen by 
recent experience, the government becomes prone 
to direct the economic policy with the sole aim of 
preventing a certain index target from being 
reached instead of adapting it as required by the 
changes in the economic situation. Moreover, the 
change in wages brought about by fluctuations in 
the cost-of-living index will not necessarily cor- 
respond to equivalent changes in profits or general 
business outlook of the different branches and 
thereby warrant a revision in wages. An escalator 
clause implies that the determination of the wage 
level is surrendered to forces outside the control 
of the individual company or branch. In critical 
situations, when the cost-of-living index is close 
to the target which would trigger a revision 
of wages, local phenomena such as a poor fruit 
harvest in Blekinge or a storm on the west coast 
with its ensuing effect on the fisheries would give 
rise to comprehensive economic reactions. 

It appears as if labour, too, now regards esca- 
lator agreements with certain scepticism. This is 
principally founded in some doubts as to whether 
the cost-of-living index is, or is permitted, to 
become an accurate measuring stick for the actual 
changes in the cost-of-living. Contributing to this 
attitude is the experience obtained with many 
index schemes used in the past, such as the old 
escalator arrangement applied for determining the 
cost-of-living supplements to government salaries, 
which were. designed so as not to provide full 
compensation for the actual increases in the cost- 
of-living. 
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From the point of view of the wage earner, 
any index scheme is to his disadvantage since for 
practical reasons a certain time must elapse from 
the increase of the cost-of-living until he 1s com- 


 pensated for it. From a union point of view, the 


index tie is also a disadvantage because it reduces 


the opportunities of the federations to look after 


the specific interests of their locals. 
The second objection raised by labour against 
agreements encompassing several years, namely 


_ the inability to obtain immediate and fair com- 


pensation for increases in productivity, has in 
many American industries been overcome by means 


_ of wage escalators designed to provide the workers 


with a fair share of the estimated increase in 
productivity. However, this type of escalator 
clause is based on purely theoretical assumptions 
and requires a strongly expansive economy for 
its proper functioning. Since it has proved prac- 
tically impossible to obtain a reliable expression 
for the actual development in productivity during 
a given period in the past, one is inclined to doubt 


the possibility of obtaining a figure which would 


express future developments with adequate ac- 
curacy. Theoretical investigations may convey a 
general view of future developments or indicate 
certain trends but they should not become norms 
to which the negotiators in practical life are to 
be confined. Management and labour must be 
allowed to decide themselves and be responsible 
for decisions which to such a vital degree affect 
their daily work. 


Conclusions 


The lines of thought which form the basis of the 
above discussion may be summarized as follows: 

It is of vital importance that the parties of the 
employment market be able to conclude their 
agreements voluntarily and independently of out- 
side interference. The quality of agreements en- 
tered into under free conditions is always the 
best. Only by full freedom of negotiation is it 
possible to adapt the agreements to the greatly 
varying traditions and the current conditions in 
the wide field encompassed by collective agree- 


~ ments. Towards this end, the different trade orga- 


nizations serve a vital and useful purpose. The 
distinct sense of responsibility for adhering to an 


agreement freely entered into is another valuable 
aspect worthy of notice and protection. 

Compulsory state interventions are always evil 
and owing to the precedence created, special inter- 
ventions, too, are unfortunate, and it is far better 
to promote the strength and maturity of the bar- 
gaining organizations. The great relief generally 
felt because the recent nurses’ conflict could be 
solved without recourse to special legislation 
shows how deeply this conception of freedom of 
negotiation is rooted in all camps. 

Any system of wages will in times of over- 
employment and inflation always be exposed to 
great stresses, and the nomimal wage level will 
move continuously upwards. Wage differentials 
determined by negotiation for different branches 
or different categories of wage earners cannot be 
adhered to. In order to lessen the peril of a wage 
war involving all against all, which easily flares up 
under such conditions and the evils of which are 
particularly noticeable during general negotiations 
conducted branch-wise, it is tempting to consider 
some form of centralized agreements. 

But the possibilities of combining such a system 
with a desirable degree of wage differentiation 
must be regarded as very small. What is to be 
expected is a wage adjustment providing for the 
same percentage increase, or rather the same 
amount, over the entire line. As an alternative to 
this, long-term agreements may be considered, 
since occasionally the advantages of such con- 
tracts may compensate the disadvantages inherent 
in any index scheme. 

However, an essential condition for an orderly 
development of the employment market is a bal- 
anced economy and a lower degree of employ- 
ment than at present. Employment should not ex~ 
ceed the target permitting the production facilities 
to be utilized in the most efficient manner and a 
balance between openings and applicants main- 
tained. In such a situation, business conditions 
will vary from one branch to the next, and an 
orderly adaptation to changes in the economy can 
be expected. Wages can be adapted to the business 
outlook in the respective branch, and there will 
be no pressing need for centralized negotiations as 
at the present. 

The part played by the top organizations in 
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leading and coordinating were particularly pro- 
nounced in past situations created by the war or 
other crises, and in the present economic hothouse 
atmosphere with its concomitant tendencies to 
disintegration, it is only natural to look to these 
organizations for centralized control and restrain- 
ing action. To the extent that LO has obtained 
formal powers to coordinate and control the ne- 
gotiating policies of the different federations, it 
will be in a position to influence the members in 
a manner similar to the constitutional authority 
long wielded by the Employers Confedeération on 
its member companies, but it should be made in- 
dubitably clear that neither the employers nor 
labour organizations will accept a wage policy 
as normal which their members would regard as 
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contrary to their current interests. The present 
economic situation prevents the organizations 
from functioning in a normal manner. If the free 
system of negotiation developed during the past 
fifty years is to be maintained, it is up to the 
government to create an economic climate wherein 
the parties of the employment market may fulfil 
their important functions. If not, then the freedom 
of the Swedish employment market is in obvious 
danger and we have come to the end of an epoch 
wherein the working conditions were regulated by 
agreements freely entered into. The advantages to 
be gained by such a development, for society as 
well as for the individual employer or worker, 
remain to be shown, whereas the damage to us 
all is as great as it is apparent. 
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The present monetary policy in Sweden has for 
its clearly expressed aim the redistribution of 
incomes. Tenants, in particular, are favoured with 
low rents resulting from the depressed interest 
rates on property loans. Except for property own- 
ers, borrowers are permitted to avail themselves 
of the advantages inherent in low bank rates. All 
borrowers benefit from the shrinkage of the value 
of the money borrowed, as a result of the sustain- 
ed inflation which apparently cannot be curbed 
except by raising the interest rates. These prob- 
lems have for long been the subject of heated 
discussions, which however are now on the wane 
without having lead to greater conformity in 
views. The economic debates in the Riksdag since 
then have usually ended in a common plea for an 
austere monetary policy as a means of checking 
inflation, but nothing has been done to change the 
control of the money market. In this situation, 
proposals have now been prepared within the 
Riksbank and the Treasury recommending mea- 
sures which professedly would permit the pur- 
suance of a restrictive monetary policy simulta- 
neously with of law bank rate. 

The supply of money in the market depends di- 
rectly on the market operations of the central 
bank. For a long time, these open-market opera- 
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tions have been concerned principally with pur- 
chases, and a huge supply of new money has been 
pumped into the market for the purchase of secu- 
rities, in order to avoid a price fall with a conse- 
quent rise in the yield of government bonds. Oc- 
casionally, and particularly in recent months, a 
boom in foreign trade has had a similar effect, the 
liquid export assets having been sold to the Riks- 
bank in return for new currency notes. Since the 
Riksbank has refrained from withdrawing an 
equivalent amount of money from the market by 
the sale of securities, a flood of new money has 
been let into the credit market to add to the 
previous abundance. 

Of late, the Riksbank has appeared desirous of 
shifting the blame for the resultant excessive 
supply of money to the credit expansion of the 
commercial banks. In a report on the development 
of the money market during the latter half of last 
year and the first quarter of this year, the Riks- 
bank indicates that the primary factor active in 
the development was the expansion of the credits 
of the commercial banks and “that the Riksbank 
only subsequently and toa limited extent supplied 
the market with the money required to keep it 
operating in a traditional manner.” As statistical 
testimony for this assertion, the Bank states that 


—“Quartrerty Review. 


OcrosBer 


co oY oD 


Currency notes put in circulation by the Riksbank 
and deposits and loans by the commercial banks. 


(Index numbers. 30 June, 1938 = 100) 
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Note: In the April issue 1950 of this review an account 
was published, entitled ‘The Riksbank and the Value of Mon- 

ey, dealing with, on the one hand, the changes in the Riks- 
bank holdings of bonds and foreign exchanges and, on the 
other, the increasing circulation of currency notes. In the above 
diagram is shown the increase in the currency circulation, as 
well as the deposits and loans outstanding of the commercial 
banks, semiannually since June 1938. 

During the war, the circulation of currency notes grew con- 
siderably more than the increase in bank deposits and loans, 
due to the direct government financing of large expendi- 
tures for the purpose of military preparedness etc. This 
method of financing lessened the demands for credits in the 
commercial banks. Part of the money paid out by the govern- 
ment gradually found ils way to the commercial banks, which 
largely invested it in government bonds. During the post-war 
‘period, there has been a better agreement between the in- 
creases in the circulation of currency notes and the deposits and 
investments of the commercial banks. There has, however, 


for the period covered by the report the expanded 
credit supplied by the commercial banks was 680 
million kronor more than the previous year, 
whereas the money supply in the market as a 
result of the Riksbank’s market operations only 
increased by 250 million kronor. 

The customary method used by the Riksbank to 
supply the market with new money is, as pre- 
viously pointed out, its purchase of government 
bonds and foreign exchange. In both cases, the 
operation is conducted for its automatic effects, 
in the former case in order to maintain a desired 
interest rate in the bond market, in the latter to 
acquire current export assets or other payments in 
foreign exchange. The volume of fresh money 
released by the Riksbank is therefore independent 
of the credit volume of the commercial banks. Con- 
sequently, the primary reason for the open-market 
transactions of the central bank is not to be found 
in changes in the volume of commercial credits 
granted by the banks. 

It should also be observed that the money lent 
by the commercial banks tends, at least to a certain 
extent, to find its way back into the commercial 
banking system, where it is used for the crea- 
tion of new credit. By this regenerative process, 
the rise in the lending volume of the commercial 
banks may become considerably greater than the 
simultaneous increase in the circulation of cur- 
rency notes. It would, therefore, not be adviseable 
to release fresh money to an amount equivalent 
to the credit expansion of the commercial banks- 

By this it is not to be assumed that the commer- 
cial banks are not anxious to cooperate, to the 
limit of their ability, in pursuing a monetary pol- 
icy directed by the Riksbank. This has in fact 
always been the case in modern times, and the 
Riksbank has declared its faith in the banks’ 


been no return to pre-war conditions. The causal connection 
between these developments is still largely unexplored. 


Increases in the circulation of currency notes, bank 
deposits, loans and bond holdings. 


Increase in % 


1938—45 1945—51 1938—5# 
Currency circulated by the 


Riksbank per apc AE} 44,4 263,2 
Deposits with commercial banks 63,9 46,4 139,9 
Loans outstanding and bond 

holdings of commercial banks 70,5 47,9 152.2: 
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willingness to keep to any agreements entered 
into in respect of measures restraining credit. 
However, it should not be forgotten that the prin- 
cipal function of a commercial bank is to serve 
its customers to the best of its ability in com- 
petition with other banks and credit institutions. i, 
then, they are to succeed in achieving a general 
credit curb it is necessary for the Riksbank to 
take upon itself the responsibility of restraining 
the money market. For if the market 1s kept too 
liquid, it cannot be expected that the banks will 
be able to impose on their customers severe credit 
restrictions in direct conflict with the tendency of 
the market and while there exist opportunities to 
obtain unrationed credit elsewhere. These practical 
considerations lend support to the view that it is 
up to the central bank to pursue an austere mone- 
tary policy if any anti-inflationary measures are 
to be carried out in the way of credit curbs and 
accompanying restrictions of non-monetary na- 
ture. 

The second half of 1950 and the first half of 
this year was a period characterized, from a 
banking point of view, by large credit require- 
ments of Swedish business, chiefly owing to the 
liberalization of foreign trade and its consequent 
rapid growth, to price rises, and perhaps also to a 
certain amount of stockpiling as a hedge against 
further increase in prices. In July 1950, the Riks- 
bank began an experiment in monetary restriction 
by abstaining from supporting the bond market 
for three or four months. During the twelve- 
month period mentioned, the credit balance of the 
commercial banks increased by close to 300 mil- 
lion kronor, which may be regarded as warranted 
by prevailing business conditions. This, however, 
did not strain the liquid reserves of the banks, 
since during the same period they received 330 
million kronor in fresh foreign exchange from 
abroad which could have been used for lending. 
Moreover, their liquid reserves and securities in- 
creased in the meantime by approximately 240 
million kronor to altogether more than 2.000 mil- 
lion kronor, or more than 20 per cent. of their 
outstanding loans. Nevertheless, in spite of the 
Riksbank’s attempt to restrain the market, the 
supply of money grew by about 750 million 
kronor by the market transactions of the Riks- 


bank. Exceptional conditions and an unusually 
large seasonal supply of foreign exchange from 
abroad this year has affected the development and 
obscured a proper analysis of the underlying 
causes. It was inevitable that the rise in prices 
emanating from abroad should lead to an increase 
in the credit requirements in Sweden. But if the 
money market had been kept tighter it would have 
been easier to limit the demand for credit. 

The part played by the commercial banks in 
the pursuance of a general economic policy is 
commonly misunderstood, and just as frequently 
strange undervaluations occur as to the impor- 
tance of the interest rate. For example, the view is 
often expressed that no one will save more or 
acquire fewer debts just because the rate has been 
raised by one per cent. This statement is based on 
the tacit assumption that it is only the rate that has 
been changed and that everything else remains as 
before. lf only one saver was to receive one per 
cent. more interest on his savings and the future 
opportunities of obtaining credit remained good, 
there is little doubt that the rate increase would 
not have any effect on his saving habit. And if 
only one business man would have to pay one 
more per cent. for a new loan and he still re- 
mained in a position to make quick profits as a 
result of a sustained inflation, the rate increase 
would not refrain him from borrowing. He might 
even speculate on the fact that the sum borrowed, 
owing to reduction in the purchasing power, 
would be reduced by an amount greater than the 
interest charges. 

But if the Riksbank brings about a general rate 
increase by reducing (or at any rate abstaining 
from further diluting) the existing supply of 
money, the change accomplished in the money 
market becomes the primary and significant 
factor, whereas the rate increase itself becomes of 
secondary importance. Everything except the rate 
has not remained unchanged. Businessmen and 
creditors with money invested in bonds can no 
longer mobilize their assets without suffering a 
loss due toa drop in security prices. The oppor- 
tunities for obtaining fresh credit will appear 
more uncertain, and consumers as well as busi- 
nessmen must rely more on their ability to save. 
If a restrained monetary programme is supported 


- 


8; 


; 


by a more austere economic policy, faith in a 


stable purchasing power of the Krona will grow, 


while at the same time there will be less certainty 
of profits to be gained by speculating in inflation. 
In respect of long-term loans, the rate is obviously 
of immediate importance; it is in fact, the cogni- 
-zance of the higher rents consequent upon a rise 


in interest rates which is reflected in the monetary 


= 


policy pursued during the past number of vears. 
Therefore, it is to be expected that higher interest 
tates in a restrained money market would lessen 
the demand for long-term loans. The Riksbank’s 
experiment. in abstaining from supporting the gov- 
ernment securities market for a duration of three 


or four months unfortunately occurred at a time 


, 


when the effects of the war in Korea contributed 
to obscuring the results obtained by this measure. 
But it is a mistake to believe that no results were 


obtained. 


For many years no serious attempts have been 


"made in Sweden to check inflation by restraining 


the money market and by fixing simultaneously 
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a new interest policy. Now emergency legislation 
is being prepared providing for measures con- 
trolling the bank rate, in the one case by means of 
ceiling prices for credits and, in the other, by the 
stipulation of a fixed rate for building credits 
supplied by commercial banks, whereas all other 
credits, although restricted in scope, would be 
available at less rigid rates. 

The proposed measures seem in general to have 
been considered quite too far-reaching in scape 
and uncertain as to their consequences. Moreover, 
they are supposed to require an extensive, and 
increasingly complex control apparatus. Even the 
planners themselves hesitate before the conse- 
quences of the practical application of their plans. 
Under such circumstances, it would seem more 
appropriate to attempt once again to secure a 
restrained money market without seriously jeo- 
pardizing a rational housing policy. In view of the 
current expectations of more stable prices, the 
present moment seems appropriate for such a step. 

es i, 


THE NEW LONG-TERM PROGRAMME 


Economic long-term programmes have on 
several occasions since the war been used in Swe- 
den as a guidance for our economic policy. The 
first attempt at a long range forecast was made 
at the end of 1945 in connection with the abandon- 
‘ment of the general turnover tax. This forecast, 
which became known as the “budget plan’, em- 


braced in the main only the fiscal developments 


' expected for the period 1946/47—1951/52 and 


did not touch directly on business or other sectors 
of the economy. The principal purpose of the 
plan was to estimate, on the basis of the calculated 
development of the national income, the state 
revenue and expenditures for the period under 
consideration, as well as the cost of various social 
schemes. 

An investigation made in the autumn of 1948, 
at the request of the Organization of European 


Balance of resources. Expressed in 1950 prices. Millions of kronor. 


Resources 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 
Gross national product . 26490 27130 28370 29910 fF 550 32500 37.500 34500 35550 376600 
Dispositions } 
Investments . 7 260 8 200 8070 8 080 8 6r0 9 030 9 440 9850 10300 10750 
‘Inventory increases . 110 540 400 150 —s00 4oo goo 4oo 4oo 400 
Balance of trade . —630 —2320 —1270 120 a) 200 200 200 200 200 
Public consumption 2 850 2 880 2 980 3150 37970 9540 F720 3910 4110 4320 
| Private consumption 16.900 17 830 18190 TBi4G so 560 19 790. 719740 Se 20.540 20930 
fr Total 26490 27 130 28370 29910 g© 550 G2 500 ~F7500 F4500 375.550 36600 


Notes: The figures for 1950—55 are taken from the new long-term programme while the figures for 1946—49 reflect the 
i D> 
actual economic developments. 
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Economic Cooperation (OEEC) was directed at 
the general economic developments, and this study 
is commonly referred to as the 1948 long-term 
programme. Its principal aim was to find the most 
suitable disposition of the Swedish productive 
resources for the purpose of establishing a balance 
in foreign payments as well as in the domestic 
economy. This long-term programme, which ap- 
plied primarily to production and foreign trade, 
included the period 1947—1952/53. 

Both these forecasts have now become largely 
obsolete owing to the economic developments. In 
respect of the budget plan, it is estimated that its 
most optimistic expectations as to the growth of 
the national income were ¢xceeded already in 
1949, and the different targets of the 1948 pro- 
gramme have also been accomplished to a major 
extent. The situation therefore called for a new 
investigation which would include the general 
economic as well as fiscal developments during 
the immediate five-year period. The results of 
this enquiry have now been published under the 
name of the 1950 long-term programme. 

The assumptions on which the new calculations 
are founded can be summarized in the following 
four points: 1) full employment, 2) economic ba- 
lance, 3) stable price level, and 4) a stabilizing 
policy employing general control measures. On 
the basis of these premises, among others, the 
programme provides an estimate of the gross na- 
tional product, investments and consumption for 
the five years 1951—1955. The calculations are 
summarized in a general disposition of the na- 
tional product, expressed in 1950 prices, for the 
years 1950—55, as given below. In order to com- 
pare the new programme with the economic de- 
velopment since the end of hostilities, the dispo- 
sition is supplemented with figures for rq46— 
49, expressed in 1950 prices. 

In estimating the resources, i. e. the gross na- 
tional product, it has been assumed that the na- 
tional product will increase by about three per 
cent annually for the period under consideration. 
This figure is considerably lower than for the 
period 1946—50 when the increase on the average 
far exceeded four per cent. 

As to the disposition of the national product, 
it is primarily investments that have been made 


the subject of closer study. A continuous increase 
of production is, owing to the stagnation of the 
able population, entirely dependent on the means 
available for increasing productivity, and these 
are obviously dependent on the size of the invest- 
ments. If the planned increases in production are 
to be realized, an increase of the productive in- 
vestments will be essential. The new plan allows 
for an annual inpcrease of the gross investments 
amounting to 4°/2 per cent for a production in- 
crease of 3 per cent, or somewhat more than for 
the 1946—50 period. 

However, this increase in investments applies 
principally to investments by the state and the 
local authorities and housing construction ; indus- 
trial investments are to be retained at their 
present level. This directing of the investment 
activity does not seem to accord very well with 
the efforts of a speedy increase in the produc- 
tivity of industry and trade. In respect of inven- 
tories, the plan allows for an annual increase 
of 400 million kronor as a result of the assumed 
increase in production and stockpiling for defence. 
In foreign trade, the export volume is estimated 
to increase by about four per cent annually, with 
about a similar growth in imports. The trade bal- 
ance is estimated to provide en annual surplus of 
about 200 million kronor, which would be a most 
welcome addition to the foreign exchange reserves. 

Public consumption, or the routine consumption 
of goods and services by the state and local 
authorities, are allowed to expand somewhat under 
the plan. The increase is estimated at about five 
per cent per year, or approximately the same as 
during the last five-year period. This substantial 
rise is caused by the demographic development 
and the expansion of state and local engagements. 

The remainder is reserved for private con- 
sumption. The plan allows for an increase of 
close to two per cent annually, which is consider- 
ably less than the annual rise since the end of 
hostilities, when it was on the average of about 
four per cent. In fact, when considering the popu- 
lation increase, the rise in consumption allowed 
for under the new programme amounts merely to 
an average of about 1'/s per cent per year as 
compared with three per cent for the years 1946 
—50 and about the same for the inter-war period. 


The principal problem in the compilation of the 
thew long-term plan was the adjustment of private 
‘consumption to investments. In the disposition of 
the national product, the plan recommends as its 
main alternative an increase in private investments 
cat the expense of private consumption. This 
‘greater emphasis on investments has been regard- 
ved as essential for the re-establishment of a ba- 
ance in the national economy after the disloca- 
tions suffered during and after the war, and in 
order to allow for uninterrupted economic pro- 
gress. The proposed disposition of the resources, 
jn connection with a general desire to maintain 
full employment, will increase the tension between 
‘the supply and demand of consumer goods. In 
the field of investments, too, a strain will no doubt 
be felt in spite of the planned increase in the 
_ volume of investments. The Swedish economy will 
_therefore be operating under continuous infla- 
tionary pressure during the next five years. An 
austere and vigilant economic policy pursued for 
the purpose of keeping consumption and invest- 
ments within the framework of the plan is there- 
fore essential, in the openly expressed views of 
‘the framers of the plan, if the programme is to 
be achieved. 

Some hints as to how this stabilization policy 
is to be carried out are given in the programme. 
' The stress-producing forces could be assaulted 
either on the consumer sector or the investment 
sector. The committee recommends the latter alter- 
/ native since it would lessen the demand for labour 
and hence bolster the employers’ resistance against 
_4nflationary wage increases. In the practical ad- 
“ministration of the stabilization policy, general 
> measures will first of all be applied. It is recom- 
- mended, for example, that bank credits be curbed 

through tightening up the requirements in respect 
of cash reserves; a considerably over-balanced 
budget is also suggested. 

It is quite naturally to be expected that the 

Riksbank will not succeed in contracting the 
monetary market and thereby curb the credit 
supply without a consequent rise in the interest 
Jevel. However, a new adjustment of the interest 
rate has recently been vigourously opposed by the 
Riksbank in the proposal for the regulation of the 
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rate of interest, and in this respect the recom- 
mendations of the planners are at variance with 
the Riksbank. 

According to the committee, over-balancing of 
the budget may be accomplished in part by curb- 
ing state expenditures and in part by increased 
taxation. Increase in taxation would, according to 
the programme, be largely suffered by private en- 
terprise. It is stressed, however, that the present 
principles of corporate taxation are not very 
suitable, since they tend to stimulate new invest- 
ments and thereby increase the total demand. The 
present method of company taxation should there- 
fore be changed to or supplemented by a tax on 
the gross expenditures of the companies. In 
respect of individuals, the committee recommends 
an increase of indirect taxation, principally by 
means of so-called “point” taxes (7. e. a turnover 
tax limited to certain consumption goods) which 
would enable the increases to be directed at private 
business. But they no doubt underestimate the 
disadvantages of such taxes, which are inequitable 
and arbitrary in nature and involve a serious 
danger of warping the economic development. A 
low, comprehensive turnover tax would appear to 
be a more equitable solution. 

Other recommendations in respect of the sta- 
bilizing policy to be pursued feature a certain 
predilection for allowing the general consumers to 
escape from carrying their share of the burden 
together with the expressed hope that they would, 
on their own volition, assume this burden in some 
manner or other. It is primarily private enterprise 
which becomes directly exposed to the stabilizing 
measures. Private consumption will naturally be- 
come indirectly affected, although with a certain 
time lag. But the effects of the proposed measures 
on private business are very complex and difficult 
to chart in advance, and an increased productivity 
is, after all, the expressed aim of the programme. 
Supplementing the stabilizing measures with a 
more comprehensive turnover tax would therefore 
appear more suitable. This tax should be designed 
1o produce adequate revenue so as to permit a 
highly desirable downward revision of the income 
taxes in order thereby to stimulate private savings. 

Bengt Senneby. 
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THE ECONOMIC SITUATION DURING THE 
THIRD QUARTER OF 1951 


The General Situation. Now that the increase 
in the prices of international raw materials has 
receded, it appears that the price and cost-of-living 
increase in Sweden has been substantially Jarger 
than in most other countries. Last year’s collective 
bargaining for the 1951 contracts has not, there- 
fore, produced the expected increase in real wages, 
and the forthcoming negotiations for the 1952 
wage contracts are being planned in a spirit of 
restraint, always provided that sufficient pro- 
tection will be given against renewed inflation. 
Factors facilitating preparatory planning of this 
kind are the high level of employment, the increase 
in productivity caused by investments, the con- 
comitant rise in exports, and the decline in con- 
sumption caused by the changed price situation. 
This year’s crop is, however, disappointing and 
the redundancy of money disquieting: the unu- 
sually large influx of foreign payments that took 
place during the export season, from April to 
August, has kept the money market more saturated 
than during the corresponding period last year. 
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It is this glut of money that lies at the bottom of 
the flight to real values which manifests itself in 
the current boom on the stock exchange, a boom 
characterized by a lively demand for shares yield- 
ing less than government securities. 

Raw material prices have gone down approx- 
imately 15 per cent. since the beginning of Feb- 
ruary when the international price trend as re- 
flected in Moody’s index of staple commodities. 
descended after a seven months’ rise. The drop in 
the prices of finished products was far more mo- 
derate. In the United States, for instance, retail 
prices fell by an estimated 3 per cent. below the 
year’s peak, and also in Sweden, though not until 
August, a certain tendency to decline was gener- 
ally noticeable. Nevertheless, Sweden is doubtless 
one of the countries in Western Europe which has 
suffered the sharpest increase in retail prices since 
the Korean war — roughly 37 per cent. from 
June 1950 to June 1951 — an increase which has 
been surpassed only in Finland, Austria, Den- 
mark, and Spain. Price increases were somewhat 


Wholesale Price Index of the Board of Trade. 
(1935 = 100.) 
traresiws 
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General Index. 
— Import Prices, 
- Export Prices. 


less pronounced in France and they varied between 
30 and 20 per cent. in countries such as Norway, 
Belgium, Holland, Great Britain, Western Ger- 
many, and Italy. In Switzerland, the United States 
and Canada retail prices advanced a mere I§ or 
16 per cent. during the twelve-month period in 
question. 

International price developments during the 
_past few months have been favourable for Swe- 
den. While a rise in import prices has been fol- 
lowed by a markedly reversed trend, the country’s 
export goods are still in demand at high prices, 
primarily because of the favourable market for 
_ products of the forest industry. Exports from that 

industry earned about 2,500 million kronor in 
the period January to August, as against 1,200 
million last year. As for domestic consumption, 
_ however, prices went down only in a few ‘stances 
_ such as cotton, rubber and leather products. At the 
same time, prices continue to adapt themselves to 
increased costs at home. Agricultural prices have 
‘thus been raised somewhat, and a general rise in 
rents from between 2 to 5 per cent. has been per- 
mitted by the Rent Control for older houses as 
' from October — the first rise in rents since 
prewar. It may be mentioned in parenthesis that, 
on the other hand, current house building will 
no doubt be subsidized by the Government in an 
_.effort to mitigate the impact of increased building 
costs — about 30 to 35 per cent. this year — upon 
rents in newly built houses. 
As regards the cost of living, the diverse price 
trends have resulted in a higher net total, presum- 
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ably in the neighbourhood of 2 or 3 per cent. for 
the third quarter. This means that the cost of 
living has hitherto increased this year by roughly 
ity) ycie (elevnlte 

Slackening price increases and the possibility of 
an actual fall in prices have no doubt had some 
healthy influence upon the economy as a whole: 
importers are somewhat less anxious to lay hands 
on commodities at any price; businessmen seem 
less interested in purchases for stock; and it is 
felt in various trades that there is a greater re- 
straint in buying on the part of the public, partly 
because of extensive hoarding earlier this year, 
and partly because of an expected drop in prices. 
This decline in demand has not, however, induced 
the retail trade to unleash competitive sales com- 
parable with those reported from the United 
States and some countries on the European con- 
tinent. Simultaneously, a seasonal improvement of 
Swedish exports resulted in an appreciable re- 
covery of the country’s foreign exchange reserves. 
There are in fact many symptoms pointing to a 
better economic equilibrium of the country, al- 
though potentially inflationary factors overshadow 
this development. 

Apart from the great risk of a renewed inter- 
national rise in prices through the scramble for 
rearmament, it may safely be said that the coun- 
try’s economic equilibrium will depend decisively 
upon wage developments at home. It is fairly 
obvious even now that the nominal wage increases 


Position of the Commercial Banks. (Milliard kr.) 
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bargained for this year — an estimated 17 pet 
cent., on an average, for the major organizations 
of wage and salary earners — have gencrally 
given real wage increases only to a limited num- 
ber of groups. The rise in the cost of living, which 
even at this stage of the year amounts to approx- 
imately 17 per cent., has obviously offset the in- 
creases in wages, not to mention the greater slice 
cut by the State from higher incomes through 
progressive taxation. Part of the wage increases 
bargained last year were, it is true, intended to 
ensure a compensation for an expected increase 
in prices, but organized labour must certainly view 
with alarm the possibility that nothing will be left 
of the actual increase in real wages. The Govern- 
ment has been furnished ample evidence at preli- 
minary talks with a number of organizations re- 
presenting finance, industry and labour that the 
country’s wage-earners can be induced to observe 
restraint in their wage demands if, and only if, all 
other income-earners will loyally collaborate and, 
secondly, if every conceivable effort be made to 
forestall another bout of inflation. 

In facing this situation, especially the following 
measures are being considered by the Govern- 
ment: 


continued price control to keep price deve- 
lopments in check ; 

limitation of investment by continued control of 
building and construction. As a complement, a 
special 10 per cent. tax has been assessed, during 
the current year, on the value of stock increases 
and newly acquired inventories — a tax proposed 
to cover next year the largest possible sector of 
private investment ; 
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reduction of the profits of the forest industry 
and the forest owners by a sterilization of part 
of the profits of that industry in the form of 
export fees on timber, pulp, paper, etc., and, for 
the next year, probably in part in the form of 
taxes higher than the present export fees, together 
with a five-year blocking of part of the profits 
made by forest owners on timber sales ; 

additional Treasury revenues by a tax on elec- 
tric supplies and by doubling the present taxation 
on motor vehicles. 


Provided that wage increases bargained for 
next year will not surpass 3 to 5 per cent., and 
provided further that there will be no renewed 
rise in international prices, the Government 
believes it will be able to maintain the economic 
equilibris-1 with these and simlar measures. 

Production developments, the basis for better 
real wages, have on the whole remained stable for 
the last few years. Since the end of the war there 
has been a fairly steady 4 per cent. increase in 
industrial production each year, and the volume 
of production now lies about 22 per cent. above 
the 1946 figure. This increase has made room 
for an expansion of consumption by about 17 per 
cent., or 3.5 per cent annually. During the first 
half of the current year, however, production 
increases were comparatively uneven. They were 
II per cent. in the pulp and paper industries, 5 
per cent. in the ore-mining and metal industries 
— in the iron mines even 22 per cent. — whereas 
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other industries reported more modest figures, Exports, Fanuary— Fuly, 1950 and 1951 
compared with the same period last year, fnsrease (-F) 


With the exception of a temporary decline in REISS ak ota 
some sectors, particularly in some textiles, in- 


; Iron ore. . . . . .1000tons 6690 7811 a Ly 
coming orders would also at present seem to be — Sawn unplaned timber 1000 m$ 1374 1430 + 4 
' more than sufficient, large order stocks and Other timber products» 00 Oy to 
§ P 5 45 
long terms of delivery continuing as a result. Wistar macro: 
ey nirvté fuel situati “hi res ; ; RCa besa tare WR asc ccs 1000 tons 147,8  169,0 + 14 
° y aS Sl os 10n, Which some time ago Wood pulp, sulphite » 632.9 62175 6-15 
looked rather critical with the current “fuel year” > » sulphate » 37752 37755 + 0 
falling short of about 600,000 tons of coke, now Newsprint... . + 7 117,52 116,07 —1,2 
looks a little more hopeful in view of recent US Other paper and board —» 377,88 427,97 + 13 
. . . Pj i 
-and other shipments and increased imports of rhs Signo lg SPN a By TEEN Gee 
2 3 ‘ ; Malleable iron & steel > 41,51 62.34 + 50 
fuel substitutes. Supplies of electric power to 1n- 
dustry this winter are viewed with confidence. than 70 per cent. for pig iron and 50 per cent. for 


A dark spot in the picture of national supplies malleable iron and steel. In spite of a compara- 
_ is this year’s crop of cereals, which is now stated tively small increase in volume, the export value of 
to lie considerably below the average. There is the commodities listed in the table has more than 


still a surplus production of dairy products, par- doubled, rising in the period January—July from 
ticularly of butter, and production has still to be 1,374 million kronor in 1950 to 2,773 million this 

- switched to a larger output of meat. year. 
The following table shows developments in the It is difficult to assess, in terms of volume, the 
export volume of certain major commodities dur- exact share of the engineering industries in total 
ing the first seven months of the past and the exports; but in terms of value, exports of ball 
present years. bearings, combustion engines, separators, tele- 
Price increases account for the fact that this phones and electric generators and motors in- 
year’s exports of timber products, pulp and news- creased from January to July by approximately 
print have hitherto earned 116 per cent. more 29 per cent. — from 155.5 to 200 million kronor. 


“ 


than last year, the quantities being practically the © On the other hand, exports from the shipbuilding 
same. Among the forest industry products listed industry have dropped this year from 206.3 to 
above, there were major increases in quantity only =‘ 191.8 million kronor, but reportedly the ship- 
for board and paper grades other than newsprint. yards have a stock of orders for major vessels to 
The export volume of iron-ore is 17 per cent. over last until the end of 1955. a 
last year’s figure and has increased by not less As will be seen from the following table listing 
Sweden’s foreign trade by its major partners, the 
increase in exports applies to most of them. 
Roughly speaking, it was only in the trade with 
Western Germany and Norway that Swedish ex- 


Industrial Share Indices. 
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wee neeres Other Industry. 


Bank Share Index: 
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Foreign Trade with the Most Important Countries, 
Fanuary—Fuly 1950 and 1957 


Million kronor 


Imports Exports Trade Balance 

1950 1951 1950 1951 1950 1951 

Great Britain. . >. 652 896 430 ©860 222 —«36 
Western Germany . 298 656 370 422 + 72 —234 
United States ... 312 490 170 318 —142 —172 
WEN S 6 B ge oo 20 5206) 20025 ONO inns 
Netherlands .... 141 227 160 265 + 19 + 38 
ken, oo noo 6 1302 ON LOM LOOM 20) SO 
ING@MWED/ © 5 5 0 6 oc Qn T46) 298 2055 207) 4149 
IDES 5 o o 5 2 Ow ei SS ae Oe) cP GL, 
Polis 5 os o 6 © 103 225 S60 TA 17 ae OF. 
Brazile ene ee COME LST en TT Onn LOOM 5 Onset 
WEIR Gg 5 6 dom & o IOI 164 SONS Oui en 
AYERS NANO, 6 G6 6 6 a pie) dof) Bey bee Se i Oy) 


ports stagnated or declined, the result being a 
most impressive import surplus from Germany 
and a shrinking export surplus to Norway. Swe- 
den’s earlier trade deficit with Argentina has been 
reversed this year. On the other hand, higher 
prices have further increased the country’s tradi- 
tional import surplus in the trade with the United 
States, and also in the trade with Poland a con- 
siderably larger Swedish deficit has arisen. 

Sweden’s foreign trade in the past few years 
involved the following amounts in the period Jan- 
uary to August: 


Surplus of 
exports (+) 
or of 
imports (—) 

Million kronor 


Imports Exports 


Lem YNibieg, UKSRS) 8 EKO 1253 — 306 
: 2 AS e474. 770 + 296 
> » 1946 . 2071 1600 — 471 
i“ » 1947 .. . 3283 1 883 —1 400 
) 2 MOS 5 5 5 Ben 2 390 — 927 
, > 1949 . 2778 2582 — 196 
Es 3.739 3441 — 298 
> PMO! 6 on 5 CypWeyl 5472 — 692 


The first eight months of the current vear 
brought an import surplus of 692 million kronor 
compared with 298 million in the same period last 
year. The seasonal increase of Swedish exports in 
the period May to August has, however, been 
unusually marked this year. 

Thanks to the country’s improved trade balance 
during the summer months, there was also a 


« 


recovery, however temporary, in the foreign ex- 
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change reserves of the Riksbank which had been 
drained last spring. Gold and foreign exchange 
reserves were 1,619 million kronor at the end of 
September as against 1,580 million at the end of 
Tune and liabilities abroad dropped in the same 
period from 410 to 128 million kronor. 


Gold and Foreign Exchange Reserves & Bond 
Foldings of the Riksbank 


Million kronor 


Assets 
] Bonds & i nace 
M4 ren Treasury Total ae 
exch. bills 
Dec. 31, 1949 - 1396 3 184 4 580 126 
Decs 30; 1950 = = =. 1497 3443 4940 232 
APt,.30,) 1G5E 0 a ee 3596 5 017 431 
May 31, » - 1466 3778 5 244 519 
June 30, » - « 1 SSO 3718 5 2908 410 
July 31, >» - 1647 3 526 5173 304 
Aug. 31, » . 1580 3454 5 034 264 
Sept. 29, » . 1619 3 335 4970 128 


In the accounts with the EPU Sweden had a 
surplus both in June, July and August to the 
amount of 106.8, 110.6 and 42.4 million kronor, 
respectively. As early as in June, therefore, the 
country’s cumulative deficit could again be offset 
by the non-gold credit quota, and Sweden was 
returned the dollar payment it had made, after the 
closing of accounts for May, to an amount cor- 
responding to 13.4 million kronor. Almost the 
entire Swedish surplus for July, 109.7 million 
kronor, was used to cover the special debt Sweden 
had had to assume, on the formation of the EPU, 
in the form of an initial debit balance for which 
the country was simultaneously compensated 
through ERP funds. Another unusual outflow of 
foreign exchange occurred in the third quarter, 
more precisely in August, when Sweden joined 
the International Monetary Fund and the Interna- 
tional Bank for Reconstruction and Development. 
Membership implied a dollar expenditure equi- 
valent to 98.3 million kronor. 

Riksbank holdings of bonds and Treasury bills 
from the beginning of June to the end of Sep- 
tember declined by 324 million kronor, which is 
a fairly substantial drop. This decrease in the 
portfolio of Government securities has been coun- 
teracted, however, by Riksbank purchases of 


foreign exchange. Taken all in ali, the Riksbank’s 
‘market transactions during the period mentioned 
resulted in an additional provision of liquid funds 
to the amount of nearly 400 million kronor, which 
is substantially more than the money poured into 
the market during the same period last year. 
Business in the commercial banks reflects this 
higher liquidity of the market. From end-May 
-until end-August deposits rose from 9,231 to 
10,113 million kronor, an increase by not less 
than 862 million. However, this rise has been due 
largely to seasonal influences of tax money 
payments. In August, deposits were nearly 15 per 
cent. above’ the corresponding figure last year, 
while advances only increased by something over 
“12 per cent. during the last twelve-month period. 
The relative decline of advances as compared with 
deposits has been particularly marked in recent 
months. From the end of May until end-August 
advances from the commercial banks dropped 
from 9,711 to 9,645 million kronor. 
Higher deposits and lower advances resulted in 
a very considerable, if for the most part seasonal, 
' improvement in bank liquidity during the quarter 
“under review, with a substantial increase in cash 
and in holdings of bonds and Treasury bills. In 
foreign business, the commercial banks reported 
for the third quarter a heavy decline in the large 
amounts of money earlier received from foreign 
banks to finance Swedish exports. This decline 
was chiefly accounted for by payments for ex- 
ports for which the foreign banks have now used 


- Position of the Commercial Banks 


1950 Pegi Get 
| Assets (in mill. kr.) Aug. April May June July Aug. 
cash ..--.--- 629 663 641 806 743 S41 
Treasury bills . . . 644 570 436 559 921 1331 
MSwedish bonds... 767 ‘711 700 679 557 497 
" Advances in Sweden 8557. 9652 .9711 9725 9713 9 645 
Msceis abroad . -. 250 282 322 358 337 361 
Sundry accounts . . 586 592 645 688 634 604 


Total 11 433 12.470 12 435 12 815 12.905 13 279 
~ Liabilities (in mill. kr.) 

_ Deposits in Sweden 8821 9226 9251 9535 9 631 10113 
Liabilities abroad. . 608 1030 943 936 892 859 


Share capital and 
| reserve funds . 


“Sundry accounts 
. Total 11 433 12 470 12 455 12 815 12 905 13 279 


. LOIO 1047 1047 1046 1044 1045 
994 1167 1214 1298 1 338 1262 
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their krona assets. Part of this money has thereby 
found its way to the deposit accounts of the com- 
mercial banks. 


The Stock Market. The Stock Exchange had 
on the whole a generally upward tendency in the 
summer, and in many cases prices advanced con- 
siderably. There was a comparatively large turn- 
over on the Exchange, and important business 
was simultaneously made outside in large quan- 
tities of new shares, subscription rights, and 
fractional scrip certificates. Fear of renewed in- 
flation was predominant, but the price increases 
must also be attributed to the scarcity of invest- 
ment material and to larger money supply caused 
by receipts of export payments, etc. The changing 
picture of world politics did not, of course, fail 
to exert its influence. The peace attempts in 
Korea in particular gave rise to a temporarily 
undecided tendency, since a possible détente had 
been expected to damp down prices. Offers then 
increased for some days, but interest in buying 
was lively enough to place the material, and the 
drop in prices was therefore moderate. Nor was 
the atmosphere improved by occasional rumours 
suggesting planned, or indeed adopted, govern- 
ment interventions such as the sterilization of the 
profits of the wood industries. 

As usual, timber and pulp shares have been in 
the foreground and prices continued to increase 
since the available material was too scarce to meet 
the demand. There was a lively demand also for 
shares in the engineering industries, and prices 
went up considerably. This particularly applies to 
engineering shares quoted abroad, which in view 
of the announced dividend limitation in England 
have attracted keener interest outside Sweden. 

From June 15 to September 15, prices went up 
5 per cent. for the home-market industry, 12 per 
cent. for other industries, and 1o per cent. for 
banks. Dividends in per cent. of market prices are 
indicated below. 

1951 


May 15 Juners July15 Aug.15 Sept.15 
5 wood-processing com- 


panies « <n b se a3 34 3.4 3.2 $i 
2 combined wood and 

iron industries ... 2.9 3.0 3.3 3.2 3.1 
5 exporting engineering 

companies .... .- 4.6 4.8 4.8 4.5 4.2 
4 big banks .... + 45 44 4.4 4.1 4.1 
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The following bonus issues and new issues were 
reported by major companies during the period 
under review: 


Bonus Issues 


Marma-Langrérs AB from 4.2 to 8 mill. kr. 


AB Kanthal . .7sharesforgoldones » 4.5%» 8 » » 
Skanska Jutefabriks 
AB eee ae wel Share. (3.28 22 ih SIN Re) 8 
New Issues 
AB Jamtlands Folk- ; 
Leal 6) 5G Be Arto 1 share for 4 old ones, at 120%, 1 mill. kr. 


AB Garphytte Bruk 3 shares» 7 » » » 120%,1.5 >» » 


AB Kinnevik . issue of 5959 new shares, nomin. 100: —, 
at 250 %, approx. 0.6 mill. kr., all sub- 
scribed by a syndicate. 


The Bond Market. The past three months 
were characterized by higher quotations lifting 
toward mid-September the 3’/2 % Government 
loans from 97'/2 % to par or near-par, and the 
3 % loan of 1937 from g2 to 93°/: %. In the 
latter case this means a drop in the yield from 
3°/s to 3.2 %. The higher prices of first-class in- 
dustrial bonds resulted in a drop in yields from 
something over 3'/2 % to something over 3'/: %. 
The stiffening of prices has been due primarily 
to the larger money supply caused by the influx 
of export payments. Under these circumstances, 
the Riksbank was able to discontinue its sup- 
porting purchases on the market but has not been 
selling an amount of bonds, sufficient to stem the 
growing flood of money. The stiffening of bond 
quotations was particularly pronounced at the end 
of August when the Board of Directors of the 
Riksbank had submitted proposals concerning 
the control of interest rates. To all appearance, it 
was then rather generally assumed that the Riks- 
bank would be determined to maintain, through 
bond sales, that level of interest rates which has 
actually been attained by the fact that the 3'/: % 
Government loans are being quoted at par. It is 
indeed probable that the National Debt Office 
might use the incoming export fees for redeeming 
part of the Riksbank holdings of Government 
loans. The.revenues in question are estimated to 
amount this year to 450 million kronor. 
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Bima ee eS eee 
The market was dull in the summer. There was 

little interest in buying and new investment ma- 


terial was scarce. 
Major bond issues made during the quarter 


under review are listed below. 


New Issues during the Third Quarter of 1951 


Rate of Amount Price of 
Interest of Issue Issue 
% (mill. kr.) % 
Sw. Residential Mortgage Bank 37/2 20°) 993/s 
Swedish Ships Mortgage Bank 37/2 15 100 
City of Gothenburg . 3'/2 17 100 
City of Stockholm 3/2 70 7) 100 


Skanska Cementaktiebolaget, 
Registered certificates 99*/2 


15 
Norrképings Bomullsvafveri AB 3/2 6 100 
City of Gothenburg . 3 9 100 


Svenska AB Gasalcumulator, 
Registered certificates . . . 4 5 100 


*) In connection with the conversion of 4*/4 % Residential 
Mortgage Bank bonds of 1941. — *) Of which 60 mill. kr. 
were Offered in the market. 


Notice of redemption without option to convert 
has been given for Gimo—Osterby Bruks AB 3 % 
bonds 1930, on Noy. 1, 1951, and J6nk6pings och 
Vulcans Tandsticksfabriks AB 6 9% registered 
certificates, Ser. II, 1945, on Oct. 1, 1951. 

Interest yields have slackened also on the short- 
term market, particularly the yield on shortdated 
bonds. 


Interest Yield on Short-Term Loans 
Oct. June Dec. Mar. June Sept. 


ST, tS eee re 15, 15, 
1948S 1950 1950 1951 1951 1951 
Shortdated bonds: Per cent. 
I year ... ..2,60 1.65 3.10 250 280 2.50 
2‘/eyears . . . .280 2.50 3.25 280 2.90 2.70 
Longer periods. 3.15 2.50— 3.35 3.10 3.25. 2.66 
2.55 
‘Treasury bills: 7 
Not more than 
Sumonthswy jens bes 1.0 2.0 2.0 1.9 1.8 
Day-to-day loans: 
I day’s notice . . 2.0 nS 2.5 2.5 2.5 2.5 


Io days’ > of aS — am pal, 
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Some Statistical Data Concerning Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


Assets Liabilities 
old and Foreign oA Reserves | ponds and | Domestic | Note | Foseign - ba lke at Sight 
[ Gela* eae Total Treasury Bills Bills Circulation Debt State el ag Other Total 
1 332 834 2 166 106 13 1 061 84 418 428 3 849 | 
1371 712 2 083 1544 49 2 877 174 706 84 85 875 
379 510 889 2747 2 895 165 631 197 72 899 
2 41] 701 3317 bs 3113 96 679 358 1ol 1 138 
302 954 1 316 3 184 26 3 287 126 407 301 79 907 
466 gzo 1 386 3443 21 3513 232 S11 22 44 867 
IQ50 | IQ5I | 1950| 1Q5T | 1950 IQS5I I9Q50| IQ5I | 1950) L951 || 1950 IQ5I | 1950| 1951 IQ50\ 195T | 1950 IQ51| I950| 1951\ 1950 cial) 
362 | 484| 958| 871] 1320| 1355/2794) 3425| 26) 21 |3111| 3336] 83) 282 | 479| 568 | 185| 337) 79| 51) 743) 956 
361 | 560| 983] 779|1344| 1339/2909) 3618) 26 21 /3133| 3 363] 99] 368 | 470| 465 | 271| 479| 84| 43) 825 987 
359 | §88| 959| 923|1318| 1511|2650) 3556| 48) 21 | 3 161| 3 355| 134| 463 | 409] 731 | 39) 263) 83 26| 531|1 020 
366 | 640| 874) 741|1240| 1 381|2898| 3596| 50) 21 3.206] 3.458) 140| 431 | 438) 456 | 102] 352| 81) 53 621| 861 
370 8 068 761 | 1 338| 1429/2 789| 3778| 50| 22 13092] 3407] 131| 519) 442| O88 | 224) 351) 79) 71) 745\1 tO 
969 | 667| 948| 886|1317| 1553/2 833| 3718] 17| 23 |3178| 3530| 96] 410 | 533| 605 | 75) 476| 72) 54 680) 1 135 
368 | 665| 964) 981 | 1332) 1647|2675| 3526| 21| 39 |3 105 3 482| 59| 298 | 432| 636 | 109| 438| 74] 90| Orsi 164 
367 | 665 958 $22 | 1 325| 1487|2930| 3.454| 20| 43 |3163| 3577| 70| 264 | 330) 459 | 379) 551) 79) 72) 788|1 082 
448 | 664 |1085| 955 /1533| 1619/2745 | 3351) 21) 42 | 3197 3636 | 268| 128 | 394] 822 | 131) 288] 66) 55) 591)! 165) 
| | | 
68 1 084! 1552 | 2957 22} | 3.250 231 394 342 67 803 
407 / 940 1497 3 046 22 3285 255 404 203 63 730 
466 gz2o | 1 386 (3.443 | 21 |3 513 232 511 312 44 867 
tket value. — ? Gross claims on foreign countries. 
U. Commercial Banks. (Amounts in million kr.) 
2 Distributi £ by F 
Swedish .,.2 | Surplus of | 5 | 
pes Bonds? Domestic | Thereof | Total Depoils Advances | Pee ee Personal | gp Bonds, mer- | 
Bills Redisc. | Advances | | Mortgages Guarantee ares ichandise, &¢) 
a | 
% % % % | 
601 I 116 ° 4254 O41 213 — 40 58.4 13.8 15.3 eM | 
382 ee I ae 8 7 242 939 03 —312 ae 14.8 7.3 18.7 
99 533 1745 er LOST, 7 290 47 — 203 0 19.2 7:3 13.5 
2 ahi 1 746 fe) 7 830 7 49° Sn — 300 59.0 19.2 7:7 14.1 
686 1271 1 820 _— 7925 8 258 —283 —281 58.5 20.2 7.0 14.3 
681 1107 | 2 126 — 9 065 8779 286 —453 58.8 20.9 6.6 13.7 
u — — ——S eS —— — es = — = a - l | 
IQ50\TO5I| 1950 | 19ST | 1950 | 1957 1950|r951 T950 | TOSI | 1950 IQST 1950 IQST| 1950 | IST 11950) 1957 chsh lahesdal bah hand IQ5O | L957) 
81| 1 060] 1 837) 21 8 .030| 9 214) 8 182| 8 890) -152| 324|—286| —503} 58.4 58's | 206) 21.2 | 7.0| O'5 | T4.0| 13.8 
3 oe p300 ore a 2 235| —| —|8030| 9 238| 8 563] 9 268) -533| —30 —318)—$47 58.6| $8.7 20.4| 21.1 66 | ot 13.9 13.8 | 
h| 287 | 552 | 1 594| 1 181) 1 909) 2 334) — 8 238] 9 559] 8 448) 9.070 -210| 489|—327| - 659) 58.4) 58.4 | 20.6) 21.0] 7.0) 03) M40) 14.3 
| =) 6] - 6|— 223/748] 58.5| 58.2 | 20.9] 21.2| 7.0] 6.3] 13-6 | 14.3 
539 |663| 1S] x 85/1 o28 2425) —| — 8266 965218530 9286-27 28 — 93 Pes ha |zo|ata| Ga | a | an tas 
68 | 806 tai 1238] 1995| 2527, —| —| 8422/9725) 8529/9 535|-107) 190 —248| —578| 58.9] $8.7 | 20.5] 20.8 | 6.9 | O.1 | 13.7 | 144 
7 6} o| —|853019713/8449|9631| 81} 82 —299|—556 §8.4| 59.0 | 21.3} 19.9 | 6.6] 6.1 | 13.7 | 15.0} 
Be ah at 78 vied 2 ba7 _ 3 bey aba 8 821/101 13| -264| -468] —358] — 498) 58.7| 59.3 | 21.0) 20.0 6.6 | 6.1 | 13.7 | 14.6 
Ww ; 1148 2 023 | — 3 88 8554 335 — 402 37.8 ea | Oe BAA k | 
= 88 87 —48 8.2 21.7 6.4 13.7 | 
ae ; ceed Pace = Bobo 8 82 34 apie oH 20.9 6.5 I4.1 
eer 1 te 2126 = 9 065 8779 28 —453 58.8) 20.9 6.6 eee 


heluding Treasury Bills. — * Within the country. 
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Ii2 
Ill. Other Credit Institutions. Stock Exchange. 
: Deposits Bank | T ail se 2 |Turnover at the Stock-| — 
Year ees ane een Gite | he ost uidldscou, Bemis holm Stock Exchange?) Shae 
or ae | atthe | Cheque . - 
Saving i | 
Month | Deposits Advances Bonds* Ee | Riksbank | Service gehe ap ace Bonds Shares | Home Ot 
Million kr. | Million kr. | Million kr. {Million kr.| Million kr.| Million kr. |  % =| % 1000 kr. | 1.000 kr. | /adustries| Ing 
- 
1938 3 685 3, 069 829 618 31 380 24 986 2.32 7 2 : 
1946 603 4 660 1513 1 589 72 360 93 656 jad 2.98 I ma 3 re 2 
| 1947 6 35 5 402 1149 i 82 832 119 657 3.05 3.10 | 2283 786 et 2 
fete me rat 5953 953 1 923 Bia 062 | 3.09. | 3.33 | 1266 462 156 2! 
949 7 481 gil 2 083 88 548 157 383 3.04 3.02 | 429 446 154 
1950 7 437 6 994 379 2143 109 313 167 415 3-16 3-10 354 759 175 
IQ50 | 1951 | 1950 | 195T | 1950 | I95T| 1950) IQ5T | 1950 | LQ57 | 1950| 195T 1950 IQST | IQS5O L951) 1950 L951 L950 1951 1950 roe i 
Jan. : é 3 - |2 105] 2 154] 8 265)11932/14 108/ 16.941] 3.03 3-33) 3-00) 3-5 454 sss 656 | | 
Febr. : : : P A - |2 130|2 166 6716 9 789 12 255, 14 185 io -33, 3-00 3-53 454 sss 50 1101 164 194) 239 
' f .05| 3-31| 2.97| 3-37, 328) 226] 940/1274) 165) 1 
ae 7 430| 7 720) 6623/7 092| go6| 855|2 142] 2 168] 8 500)11373|13 927| 17 444) 3.03 3.24 or 3-33) 388) 817 206 rss 170 - cS 
pri : : . : : - |2 148] 2 173] 6 833/11174/10 255| 13 065) 3.05 3.25| 2.97) 3-36 | 2755| 663) 727 | | 
May : : ae . - |2 138] 2 170| 9 004 12785 17 68 earl ole heel sack ocala bil le 187) 253) 
po ancl 8 4) 21 357| 3.05 3-29 2-97 3-52 4561674 511 859 173) 189) 256) 
ae ie 7719) 6769/7 158| 911 ae ae aa ce Fo 3.05 3-29 2.97 3.55 325 552, 924 504 179 185 2a 
02/12534/14 764) 18 473] 3.05. 3.28] 3.02 3-54) 414 154) 6501 585) 170 184) 2501 
Aug. : ‘ : z | bi 9) I-95 414 54, 05 5] 170) 184| 250) 
Sept. |7489 6.924 dori ere isl nooisuzse7ag are} ieed ae ee 833| 176] 190 25 
a P 7| 5 i 7 724} 3-18) 3.23] 3-19) 3-34] 253) 223] 705| 652 180 194, 274) 
: . : : 2149 10417, /12 568) 3.27 ; 86 6 | 
Nov. : . : 2 1241 8 an aha 33 | 136) : 
Dec. |7436,  |6.994 79|  feraa] fads] agit] 33s) | 3a a0] ee a 
| ; j | 77 | 185) | 30 
1 At the end of each th. — ? ; ; | | ; 
tao Seen rig Technics Deena ae on market prices at middle of months. The yearly figures represent averages of the me a 
IV. Other Statistical Data. 
National Debt? | Thole S ; 
oes e Foreign eee Pro. _Unemploy- W he ee — 4 
oO ; : ment in —= ost of | Waggo 
Month Total Thereof | Timports. | Ex ee eles the Trade} Living Kilome 
funded P ports | or Import dex ees wii T 
see a) (—) Surplus] 1935 = 100 Unions mport Export All Index* | of Los 
Million kr. | Million kr. |Million kr.|Million kr.| Million kr % | Goods | Goods | Goods assSiaa aaa 
1938 2 566 2 443 2 082 18 ae / 
1946 11 384 9 336 3 386 2547 = 839 ee a = 120 111 106 
1947 11 287 8 931 5 220 ane 9 167 3.2 251 211 186 Ist 
1948 11 598 $044 Her 3 24 care 172 2.8 26 254 199 6 
ae Boy 8714 333 nae A 733 a = 278 285 21 185 
° 12 464 8 949 103 oe ae tp amr) ees as - 166 | 
La Sy 2 3 9 199 2.2 332 314 227 168 
ZT | aos _ 
ae hd pase FIST NTQSO EOSLGSO! LOSE) 1QSO| LOST 1950 IQOSI\IQ5O) LQ5T 1950 IQOST\IQSO) IQST nesta | : 
aed Ne od, ie or We - 2} IQ5O0 1957) 
Jan. | 11759] 12 259| 8 765| 8.974) 403, 6 | 7 | | 
c 92 | 431] 516|+ 28|—176 oe | | 
ane me a 734 eae 8 973| 367 | 662 | 328] 451 |— 39|—211 108 30 i 27 (315 4051265 | 461/219] 266] » | . | 
329| 8 851) 8 972) 495 | 681 | 426| 545 |— 69|—136| 206) 217 Z <i 314) 423) 273 | 533 | 220| 275) - . 
April | 12 247] 12 422| 8 336| 8 972| 472| 788| 308| 6 7 | 3.0] 2.9 | 312| 437/276) 550 220] 287] 167] 188 
May | 11 936| 12 4o9| 8348] 8 989) 491 | $46 | 208 | he |— 24162) 23 | 226] 21) 47 | 311] 450] 279) 56 | 
faretiee sca. 491 | 846) 458) 785|/— 33|— 61/206) 215| 1.4) 14 450/279) 567) 221/ 297} - | - 
4 79| 9 9CO, 504) 886 | 492 |1046 |— 12) +160] 202! 212 ‘I | 312! 450] 284/ 57t|221| 302) - : 
July | 11740) 12 199) 8 871) 8 731 7 V5) T1314) 448 | 294) 566 | 223 | 305 | 167] 195 
Sept. | 11.756] 12 56 33} 509 | 839| 497| 756|— 12/— 83] 19 ; oral tes tcel oeeee 
2 750| 12 567] 8 864) 8 730) S41 515 — 26 tees op 333 | 423 | 326| 575 var Band ce 
| +I | 229 
gn. fon) lass fam] asl (Cot feel fact (ool at el PSY 
Dec. 379 — 57 | 214 | : 34 | 230 
ec. | 12 464 8.949 599 625 me fe i: oS | 355 ae ee 
= be Sine oe : | 37 4ir 253 171 
e Federation of Swedish Industries. — 3 y Agures up to and including 1948 accordi 
on State Railways. y The yearly figures represent g corcing to the Board of Trade, the othe d 
y averages of the monthly figures. — 4 Million kilometres peal 
Kungl. Boktr. Sth 
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Statement of Condition August, 315, 1951 


ASS elo 

Cash in hand and with the Riksbank =. » - 2 ee ee es 271.923.426 
oaes and treasury Bills. . . 2 2). 2 2 6 ese te ees 445-017-392 
Bemeetamr et hscOURIS . 5. 4 5 suc 6 5 ete ee 6 ee Se Hs 2.324.021.591 
Swedish Banks and Savings Banks . . . 2. ee ee ee eee 22.024.802 
PERE g fatig once swe gs aay Ww So a Ma eS a 43-550-645 
SUE COMNINS) cee 8 Ko e WR n aies See 62.186.459 
oe SE re ee es ey ae ey ee ec 61.279 875 
Buildings, Furniture and Fittings. . 2. ee + ee tee tes 26.415.914 

Kr. 3.256.426.104 

LIABILITIES 

Bills at sight in circulation (»postremiss» Dillg) cede recon ae 2 4.371.782 
Deposits Re a Pk Pi ale ask 8 aloe a oa 2.626.178.782 
Swedish Banks and Savings Banks... +--+ +++ + eeees 49-921.334 
keatedsdss a ew ee le oe Ke 219.781.7811 
Sundry Accounts PERM AN, fated wx Grete Eee tehte 123 524.425 
Ee ek nr i er a ec 95-708.000 
Reserve Funds. SE ee ae ote | Y. , 116.940.000 212.648.000 


Kr, 3.256.426.104 


Branch Network of 
SKANDINAVISKA BANKEN 


© Goteborg, Stockholm, Malmo ( Principal Offices) 
eS) Place with 10000 —90 000 inhabitants 
e ”  ” ess than 10000 3 
In allz1o branches at 162 different places. 
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